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RECTIFICATION AND 


The rectification of the Party bureaucrats in 
China lasted no more than a month. Criticism went 
far beyond anybody’s expectations. The Party’s 
desperate efforts to make it appear that the vehe- 
ment and extensive criticism to which they were 
subjected was nothing but a plot of rightists de- 
ceives nobedy. The people in almost all cases, from 
fellow-travellers to students, expressed themselves 
spontaneously. There were people in their ranks 
only too anxious to spur them on, for most of these 
felt most deeply themselves. There were also a 
handful of natural politicians who sought to go 
beyond mere vehement criticism to some~ construc- 
tive remedy. The most they asked was a kind of 
Planning Council at the top in which they would 
havea say. They also suggested that, just as there 
are two Chambers in the Soviet Union, the People’s 
Political Consultative Council should be turned into 
a second chamber as the repository of the best pro- 
fessional, industrial, intellectual, and _ scientific 
talent in the country. 

It would in faet most fitly play that role. Al- 
ready, as a result of the contemptuous treatment to 
which the ‘Party has progressively subjected the 
National People’s Congress—which is supposed to 
be the supreme sovereign body—the P.P.C.C. has 
regained the prestige it enjoyed as the only national 
body (apart from the Party Cengress, with its 
minority of members). As things are now this 
Council is still retained purely on sufferance, The 
Party can dismiss it in a single directive and it 
would probably be delighted to do so, despite its 
more than faithful co-operation ever since the Com- 
munists took over the country, but for the fear that 
the whole professional intelligentsia and expert 
bourgeoisie would refuse to co-operate with the 


ITS CONSEQUENCES 


Party. The Chinese Communists are essentially 
peasant Communists, and indeed there were blunt 
statements from some of the engineer and other 
technical critics in industry that the “Directors” or 
“Presidents” that had been appcinted from Party 
workers to industries and educational institutions 
ought to return to the fields and work their way 
up from the bottom and really learn the busi- 
ness. 


But the Party has the drive, the zeal, and the 
power of direction and command, possessed nowhere 
else. Even the Army could not replace it just yet, 
and certainly not the fragmentary but critical forces 
who have relieved themselves of much pent-up irri- 
tation and indignation. But beside the things the 
Communist bureaucracy have done or left undone 
must be placed the immense things they have done, 
or enabled the Russians to do for them—the huge 
increase in heavy industry and the expansion of light 
ee the power dams built and building, the 

ast sums spent (and not sc wisely spent) on con- 
see nes work, the Yangtze bridge, the new rail- 
ways, and all the other things which ‘entailed a total 
investment (for the whole of the first five year plan) 
of £7,000 million. There was not the slightest 
acknowledgment of this in the critical forums. In- 
deed the critics and the Party leadership seem to be 
living in worlds apart. The critics are concerned 
with the things of the spirit and the freedoms to 
which the Chinese, even under the most despotic 
dynasties, had dedicated themselves all through 
history. The Party are concerned with power and 
wealth, the material things, which after sc long a 
period of decadence and decline surely the Chinese 
people need most of all. This course has to be com- 
pleted—and after that: who knows? 
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The rectification did not produce the type of 
minor criticisms the Party expected. and really 
wanted, to strengthen the hands of the leadership: 
Instead every one of the six severely limiting criteria 
laid down by Chairman Mao Tse-tung was ignored. 
And now the Party leaders, angered by the loss of 
face and the fury of the storm, have taken the offen- 
sive. The tougher men in the hierarchy are now in 
charge of this campaign, though it must not be sup- 
posed from this that the position at the top has in 
any way been affected. But the activists always 
take over in such circumstances, at all levels, and 
the theorists and more amiably-disposed leaders 
leave them to it. The rectification made relations 
worse, not better. And the new rectification of the 
critics if carried to similar excess will complete the 
harm done and create two nations which will super- 
sede all class divisions and divide the people irre- 
vocably between rulers and ruled, between Party and 
nation, between masters and masses. It will put 
grievous obstacles in the way of natural evolution, 
and confront the race with the prospect of a return 
to the calamitous historical cycle, with revolution- 
ary instead of orderly succession. 

Some of the leaders see the danger and are 
trying to keep both camps together, but the Com- 
munist technique they propose to apply breaks every 
group into fragments and then separates each from 
the other in order to dominate the whole and punish 
the recalcitrants. It is not a form of uniting: it 
is a form of dividing; and it creates more contradic- 
tions and conflicts rather than less. The aim in 
extending the campaign, said the Director of the 
United Front Work for the Party, Li Wei-han, is 
“to consolidate and. enlarge the ranks of the leftists, 
to win over and educate the middle-of-the-roaders 
and then strike at and isolate the rightists.” It had 
been supposed that this return to the old technique 
would disappear with the confiscation or trans- 
formation of all the property and enterprises of the 
bourgeoisie and the end of capitalism both in in- 
dustry: and agriculture. 

In Shanghai—the major centre of the old order 
of industry and commerce—the campaign began on 
August 27, with a review of the rectification cam- 
paign by the Party First Secretary in.Shanghai, Ko 
Ching-shih. While claiming, and. rightly, “victory 
of a fundamental nature in 1956 in the socialist 
revolution,” by the taking over of all the meang of 


production, he insisted that the Party must possess. 


not only the bodies and the possessions of the dis- 
possessed but also their: very hearts and minds. He 
tried to put it a little less baldly than that. “Our 
objective is to create a political situation in which 
there is both centralism and democracy, both dis- 
cipline and freedom, both united with a personal 
ease of mind, and vitality to serve the interests of 
the socialist revolution and socialist construction. 
This will make it easier to overcome difficulties and 
build China’s modern industry and agriculture more 
rapidly. Also the Party and the State will be more 
consolidated and more capable of weathering storms 
... It was for the purpose of creating such a poli- 
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tical situation that our Party posed thé, question 
of correct handling of contradictions among the 
people. Therefore the general guiding principle on 
the correct handling of contradictions among the 
people and the policies of letting a hundred flowers 
plossom and a hundred schools of thought contend, 
long term co-existence and mutual supervision, etc., 
must and will continue to be carried through. They 
certainly will not be stopped halfway because of 
the struggle against the rightists. The struggle 
against the rightists is precisely to create conditions 
for this political situation, because our people have 
no common language with the bourgeois rightists 
and unless a victory is achieved in the struggle 
against the rightisis such a political situation can- 
not possibly be created. . . The struggle is one to 
defend the socialist road and one of vital and his- 
torical significance.” 

He complained that the rightists attacked the 
leadership of the CCP and wanted the Party to 
withdraw from the schools, factories, newspapers, 
law courts, scientific, literary and art institutions 
and all cther departments; and that they wanted 
to use the Political Planning Council and the Rehabi- 
litation Committee to displace CCP leadership. (It 
was really to supplement it). He said they attacked 
the dictatorship of the proletariat, the system. of 
democratic centralism, and the foreign policy, op- 
posed the Soviet Union and the unity of socialist 
countries. This is, of course, a gross exaggeration 
of the cutpourings of a few, though the only man 
who did venture to attack the pro-Soviet policy, 
the former Yunnan Governor—probably expressed 
the viewpoint about deferring payments of the So- 
viet Korean war loan of a vast majority of the 
people. Here again the critics never acknowledged 
Soviet aid—which seems a very common failing 
everywhere! 

But, as Ko said, the extreme and politically- 
minded critics were few indeed. The vast majority 
cf the critics, apart from expressing their desires 
for more freedom, pinned down positive reasons for 
criticism in the inexperience and bureaucratism of 
the Party personnel. But unless the position is to 
beccme worse rather than better, the Party Secre- 
tary’s admission of the powerlessness of the Party 
alone to carry out the socialist construction ought 
to have some interpretation in practical politics. 
He admitted that the task required “many technical 
functionaries, professors, teachers, reporters, editors, 
writers and artists, statesmen, military strategists, 
and Marxist theoreticians.” Almost everything de- 
pends on the spirit in which the campaign now pro- 
ceeds. It is hardly to be supposed that any of the 
bourgeoisie will now gladly open their mouths—even 
to express sycophantic sentiments. Persuasion by 
good works can do more now than a procession of 
people saying Yes to everything the Party demands 
and commands. Even persuasion by persuasive 
means is not to be sneezed at. But the methods of 
the sanfan and wufan will not do: they will deepen 
the bitterness. It is to be hoped the Communists 
have enough practical realism to see this. 
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GROWTH AND THE STANDARD OF 
UNDER-DEVELOPED COUNTRIES 


PART I 


. The length of human life has been greatly extended in 
modern times, thanks to the progress of ‘medicine and higher 
standards of living. -Two hundred years ago, a new-born 
child could look forward, on the average, to no more than 
30 or 35 years of life, even in the countries where condi- 
tions of health were most favourable. The average life 
expectancy in many countries has more than doubled since 
that time, and although premature mortality still takes a 
heavy toll in the regions where the level of living is lowest 
and medical and sanitary facilities are least developed, sub- 
stantial progress is being made everywhere in. the fight 
against disease and death. This great achievement also 
entails a major problem. As a consequence of the saving 
of lives, the growth of population has speeded up;.it is 
necessary to match the increase of numbers with an even 
greater expansion in production of the _ necessities and 
amenities of life, if a satisfactory living standard for all 
the world’s peoples is to be attained. 


About 2,500 million men, women, and children inhabit 
the earth at present. In 1750, the population was only 
about 700 million; in 1850, it was around 1,200 million. 
The increase since 1850 has been greater than the growth 
in all the previous ages of man’s existence on earth. To- 
day, with about 40 million people being added each year 
through the excess of births over deaths, the population 
is increasing at a rate between 1 and 1% per cent per annum, 
which is beyond any precedent in human history. It has 
been estimated that by 1980 the population will be at least 
3,000 million and perhaps as much as 3,600 million, imply- 
ing an increase of 25 to 50 per cent in a single generation. 

Those who .are concerned with planning for a better 
future must take the growth of population into account if 
they are to set realistic goals for employment, production, 
and other needs of the coming generations. They also need 
to consider the effects of the increasing number of workers 
and consumers upon the productivity of labour and the level 
of living. If the-policy-makers decide, as they have re- 
cently done in some countries, that it is advisable to restrain 
the growth of population, tor example by encouraging emi- 
gration or family limitation, they need to know what results 
can be expected from specific measures for these purposes. 
So the study of population, the causes and consequences 
of its growth, takes more practical meaning in the modern 
world than ever before. 


Can the earth support its people? 


Sometimes it is said that if the population continues 
to multiply at the present rate, the limits of the earth’s 
resources will soon be reached, and that starvation and 
strife must put an end to the increase unless men under- 
take to curb their reproduction. Scientific studies, how- 
ever, do not give much support to this idea. The power of 
the earth to produce food and other necessities of life is 
very elastic, depending to a great extent on man’s inven- 
tiveness. No one knows what increases of production may 
be made possible by future technological discoveries or new 
forms of economic organization. Even with present know- 
ledge and with the ex‘sting forms of society, conservative 
estimates imply that it is technically possible to feed a 


much larger population than the earth now supports. If all 
potentially productive lands were cultivated and if modern 
agricultural science were fully applied everywhere, food pro- 
duction could be increased several times. Studies of the 
reserves of coal, iron ore, and other sources of energy and 
industrial raw materials show that, with prudent use and con- 
servation, they would be sufficient to meet the needs of a 
growing population for a long time to come. The possibilities 
of the use of solar and nuclear energy are only beginning to 
be realized. 


Scientists have pointed out that, in any case, there is 
not much practical value in trying to calculate how many 
people the earth could eventually support if all its resources 
were fully utilized. It is the consequence of human frailty 
that what is technically possible is not always practically 
feasible. Ignorance, greed, strife, superstitution, and blind 
adherence to tradition prevent men from accomplishing what 
is in their power, even though the alternative may be misery 
or starvation. A realistic view of the population problem 
must take these obstacles into account. The question is, 
whether or not, in the world as it is, increasing population 
hinders progress toward the twin goals of prosperity and 
peace which the founders of the United Nations wrote 
into the Charter. 


Theories concerning the relations between population 
and the standard of living 


Some 150 years ago, the Reverend Malthus declared, 
in his famous essay on the “Principle of Population”, that 
population growth was the pfincipal cause of mass poverty. 
He laid down the rule that production of the means of sub- 
sistence could be increased only in arithmetic ratio, while 
population had a tendency to grow in geometric progression, 
being held within the limits of subsistence by the positive 
checks of war, pestilence. famine, and premature mortality. 
The consequent misery of the masses could not be relieved 
by social reforms, for any benefits from this source would 
shortly be consumed by new additions to the population. 
He held forth one hope for improving the standard of 
living in the long run: the practice of “moral restraint’, 
by which he meant the prudential delay of marriage. 


History has shown that Malthus over-simplified the laws 
of population and economic growth and the relations be- 
tween them. Production is not necessarily limited to an 
arithmetical ratio of increase, nor does population neces- 
sarily grow in geometrical progression. The experience of 
countries like the United States and the Soviet Union has 
demonstrated that in favourable circumstances production 
may outstrip even a very rapid increase of population, and 
may continue to «(lo so over long periods of time. Legisla- 
tion such as tax and minimum wage laws, improving the dis- 
tribution of income and easing the condition of the poor 
has disproved the idea that the “principle of population’’ 
foredooms any effort to raise the living standards of the 
masses by means of social reform. 


Marx and his followers emphatically opposed the teach- 
ings of Malthus. Considering that labour is the principal 
asset of society and the ultimate source of all value, they 
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rejected the idea that population could be excessive in a 
well-organized system. In the Marxian view, the appear- 
ance of an excess population in capitalist countries is to 
be blamed on the imperfection of capitalism, which is 
thought to require a reserve of unused labour to guarantee 
its functioning. Socialism, on the other hand, is said to 
assure full utilization of available manpower and balanced 
development of natural resources so that increasing numbers 
of consumers are accommodated on a rising plane of living. 


Modern scholars outside the socialist traditions also 
repudiate the over-simplified arguments of Malthus, but in 
general they agree that population increase in some cir- 
cumstances may hinder economic and social progress. They 
generally recognize that the form of social organization is 
a relevant factor, but do not concede that social reform 
is necessarily sufficient to cure the ills which may come 
from excessive growth of numbers. They put more em- 
phasis than the socialists do on obstacles to increasing 
production, such as shortage of land an other natural 
resources, of capital, and of trained and qualified manpower, 
which may make it difficult to balance rapid population 
increase with expanding production regardless of the type 
of social system. On the other hand, it is agreed that a 
large increase of population in some circumstances may be 
a positive advantage for economic development. It has 
certainly been so in the history of some countries that are 
in a position of economic leadership today; and it may now 
be so in some countries where large reserves of natural 
resources remain undevelored for lack of sufficient man- 
power or sufficient markets for large-scale, low-cost industry. 


The review of scientific studies points clearly to this 
conclusion: the question how population growth affects the 
miaterial welfare of the people, does not admit of any 
general answer that would be valid in all pla:es and at 
all times. The answer depends on many circumstances, all 
of which must be examined in order to understand the 
problem of population in any country. At present the re- 
levant circumstances ‘are very different in different parts 
of the world. f 


The uneven distribution of world population and resources 


The relation between the number of people and the 
quantities of resources at their disposal is much less favour- 
able in some parts of the world than in otners. Asia (ex- 
cluding the Soviet Union) has more-than half of the world’s 
population, but only about one-fifth of the land area. The 
average amount of land in crops per person is estimated at 
only one-half to eight-tenths of an acre in southern anil 
eastern Asia, by comparison with 4 acres in the United 
States, Canada, Australia and New Zealand, and 2 acres 
in the Soviet Union. Northern America and the USSR also 
have large areas of land suitable tor agriculture which 
are not being cultivated, as well as valuable forest and 
mineral reserves. In proportion to its population, Asia has 
a much smaller share of such assets. 


Many of the under-developed countries in Africa and 
Latin America have immense reserves of unused natural 
resources, but lack the capital and technically trained man- 
power to develop them. In fact, the distribution of man- 
made equipment and of manpower suitable for employment 
in_an advanced modern economy is even more unequal than 
the distribution of natural resources. The world’s great 
industrial plants are concentrated largely in a few coun- 
tries of Europe and North America, while the least favoured 
Nations are handicapped by a lack of even simple tools 


such’ as iron plough-shares, and a shortage of personnel 
with even elementary education, 
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The changing balance of kirths and deaths 


Present trends of population are such as to aggravate 
the existing inequality of numbers in relation to the means 
of production. Population is increasing most rapidly in the 
very regions which suffer the greatest economic handicaps, 
and in the future they will have to support a still larger 
share of the world’s inhabitants. 


The reason for this trend is found in the events of 
the past two centuries. Before the eighteenth century, 
every nation suffered a high death rate. In all parts of 
the world, a large number of each generation died in infancy, 
so that population grew only slowly in spite of universally 
high birth rates. This uneasy balance of high fertility and 
heavy mortality was upset in Europe at the beginning of 
the modern era partly because of an improvement in the 
living conditions of the masses due to the economic effects 
of the agriculture] and industrial revolutions, which led to a 
substantial reduction of the death rate. The effect was a 
veritable mushroom growth of the European population. 
It has been estimated that between 1750 and 1900 the 
population of Europe with its emigrant offshoots overseas 
increased nearly four-fold. 


The spurt of European population growth was finally 
checked by a drop in the birth rate. In some countries, 
notably France and the United States, this trend began 
early in the nineteenth century, if not before, but it was 
only during the last part of that century that falling birth 
rates became generally characteristic of the leaaing  in- 
dustrial nations of Europe and ‘Europe _ overseas’. 
During the early decades of the twentieth century, the 
growth of population in most European countries slackened 
in spite of the continuing decrease of death rates. 


The causes of the falling birth rate were bound up with 
far-reaching changes in the conditions of life, brought about 
by the evolution of the urban-industrial society. Old tradi- 
tions weakened; men began to shape their actions more 
in accordance with individual preferences and aspirations. 
They placed a lower value on the satisfaction of a numerous 
offspring, a higher value on the material comforts and per- 
sonal independence which could be achieved by limiting the 
number of children. Efficient new contraceptives were 
among the technological inventions of the day; these were 
the means of putting the small-family idea into effect. The 
idea spread until, in the early 1930’s, the birth rate in most 
of the western European countries was only slightly higher 
than the death rate, and many of them were no longer 
producing enough births to replace their population in the 
long run. The United States, Canada, Australia and New 


Zealand were also approaching a state of constant or 
diminishing population. 


The trend was interrupted by a revival of the birth 
rates in most of these countries during the late 1930’s 
and again during and after the Second World War. In 
fifteen countries, there was an increase of more than 30 
per cent in the birth rate from the minimum during the 
1930’s to the maximum during or shortly after the war. 
Some experts thought that these countries were entering a 
new era of rising birth rates and accelerating population 
growth, but in most cases the acceleration was temporary. 
The peak was passed in most of the countries within two 


or three years after the war ended, and: the fall of the 
birth rate was resumed. 


In 1947, while the “baby boom’ was still going on, the 
average birth rate of Europe, Northern America and Oceania 
was estimated at 2.4 births annually per 100 population, and 
the average death rate at 1.4 per 100, so that the popula- 
tion of these regions was increasing at about 1-per cent 
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per year. With declining birth rates, the rate of increase has 
fallen off since that time, and at present these regions— 
the most favoured in the world from the economic point 
of view—have a rate of population growth distinctly below 
the world average. 


Meanwhile the decline of the death rate has been spread- 
ing to other parts of the world where birth rates are still 
high. Especially since the Second World War, remarkable 
gains have been recorded in the fight against premature 
mortality in the economically backward regions. In many 
countries of Latin America and in some parts of Asia and 
Africa, the death rates now are only about one-half as high 
as they were just prior to the war. The birth rates of the 
under-developed countries, on the other hand, are generally 
as high as ever; in fact, they have increased in some cases 
at least, as a result of improved health conditions. The 
result in these regions is a spurt of yopulation growth 
which surpasses what occurred in Europe, Northern America, 
and the British Dominions of Oceania during the nineteenth 
and early twentieth centuries. 


In practically all the Asian, African, and Latin Ameri- 
can countries where reasonably accurate vital statistics are 
available, present birth rates exceed the death rates by a 
margin sufficient to increase the population at least 2 per 
cent per annum. In Latin America as a whole, around 
1947 the birth rate was about 4 and the death rate near 
1.7 per 100 population, so that the population was growing 
about 2.3 per cent per annum. With falling death rates 
and constant or rising birth rates, the rate of growth has 
since risen higher. In some countries, both in Latin 
America and the other under-developed regions, death rates 
have been cut so sharply in the last few years that the 
natural growth of population now approximates or even 
exceeds 3 per cent per annum. Examples are Mexico, Ma- 
laya and Ceylon. At such a rate, the population will double 
in less than 25 years. 


Accurate statistics of births and deaths are not avail- 
able for some of the most important under-developed 
countries such as China, India, Indonesia, Pakistan, most of 
the Near Eastern countries, and all of Africa except Egypt. 
It is likely that the rate of growth in most of the countries 
for which data are lacking is somewhat slower than in the 
countries with good vital statistics—not because their birth 
rates are lower but because they have not yet made as much 
progress in cutting down their death rates. 


The people of the regions which still suffer from high 
mortality will undoubtedly take a vantage of modern medi- 
cal discoveries and of the assistance which the United 
Nations, the specialized agencies, and the more fortunate 
nations are prepared to ofter. so that theve is every likeli- 
hood of lower death rates in the future throughout the 
under-developed regions of the world. Unless and until the 
scale is balanced by a similar reduction of birth rates, the 
population of these regions will continue to grow rapidly. 


It is natural to assume that an increase of population 
due to a falling death rate is a symptom of economic as 
well as physical health in a nation; and in former times 
there was much truth in this idea. In eighteenth and 
nineteenth century Europe, the reduction of mortality and 
the consequent spurt of population growth were largely 
the effects of increasing wealth and better conditions of 
life for the masses. People lived longer because they were 
assured of a more ample food supply and because they 
could afford better housing and sanitary facilities, better 
medical care, and investments in the development of 
medical science. 


In the under-developed countries today, the same rela- 
tion between the trend of mortality and economic develop- 
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ment no longer holds. Science has shown the way to cut 
down the death rate of an impoverished people quickly, 
with only modest investment of resources and without any 
major change in the material conditions of living. Specta- 
cular results have been achieved by such devices as DDT 
spraying to control malarial mosquitoes and_ infection- 
spreading flies, mass inoculations against infectious diseases, 
and inexpensive improvements in sanitation and protection 
of water supplies. The results have been most remarkable 
in the case of infant mortality. In many countries where, 
until recently, one-fourth or one-fifth of all children born 
died within the first year, the rates of infant mortality have 
been reduced by one-half or more. 


The fact that life expectancy has lengthened and that 
fewer children are dying in infancy does not mean that the 
population is now better fed, clothed, and housed than 
before. And what of the future? Will it be possible to 
increase the production of the necessities and amenities 
of life fast enough to outstrip the increase in the number 
of consumers which the saving of lives has brought about? 


Pressure of population and shortage of land 


The economic difficulties which may be caused by 
rapid multiplication of the population are most easily seen 
in places like the Nile Valley, the river deltas ot southern 
and eastern Asia, and such densely populated islands as 
Java, Jamaica, and Haiti, where a large farming population 
is trying to make a living on a limited area of cultivable 
land. In Egypt, a population of more than 20 millions, some 
two-thirds of them dependent on agriculture, is crowded into 
the narrow valley of the Nile. The density of population 
there is over 600 persons per square kilometre of inhabited 
area (1,600 per square mile), nearly twice as much as the 
density in the highly urbanized and industrialized Nether- 
lands. Studies made in 1944 revealed that the average 
Egyptian fellah had only two or three acres of land to sup- 
port himself and his family and to pay his rent and taxes. 
Any effort to make room for more people by extending 
irrigation into the surrounding desert involves enormous 
capital investments. 


An agricultural population excessively large in relation 
to the area of cultivated land is an obstacle to the attain- 
ment of an adequate standard of living. The relative 
abundance of labour encourages the use of methods of 
cultivation which require much labour to produce a small 
return. It may not be economical to use even simple ma- 
chinery or moderately advanced tools which-save labour but 
which add little to the amount of the crops that can be 
grown on the limited area of land. The small size of farms 
limits the application of those improved techniques which 
are of doubtful value unless they are used in operations 
on a larger scale. In some cases the workers, even practis- 
ing most laborious methods, are unable to keep themselves 
occupied on their little patches of land and spend a large 
part of each year in forced idleness. To make their plight 
worse, large land-owners in many of the countries concerned 
take a major share of the product in rents and profits. 
The excessive number of tenants and labourers weakens 
their position in dealing with the landlords. 


Population pressure and shortage of land sometimes 
lead to over-cropping and soil exhaustion or to the utiliza- 
tion of lands which are not suitable for the production of 
crops, and which deteriorate under the plough. A United 
Nations mission to Haiti found that the farmers in that 
country, constantly clearing new fields to accommodate their 
growing numbers, had stripped steep hillsides of their pro- 
tective forest cover with the result that the soil was wash- 
ing into the valleys and the sea. In such cases the popula- 
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tion is threatened by a shrinkage of the principal resources 
on which it depends for its livelihood, while its needs go 
on increasing with the numbers of the people. 


Overcrowding of farm lands occurs not only in the re- 
gions where the density of population is high but also in 
under-developed countries which have a relatively low ratio 
of population ta total land area. In Latin America, although 
vast regions of the interior remain almost uninhabited, the 
density of agricultural population in the cultivated areas is 
generally high. This is true particularly in Central America 
and in the western portion of “South America. Latin 
America as a whole has about 75 or 80 persons dependent 
on agriculture per square kilometre of arable land (about 
200 per square mile). Although this is less than one-third 
of the corresponding ratio for Asia, excluding the Soviet 
Union, it is five times as high as the average for the 
United States and Canada. Africa, which also ranks as 
one of the most sparsely settled continents, has a higher 
ratio of agricultural population to arable land than Latin 
America. For example, a survey of the United Nations 
Trust Territory of Tanganyika, in East Africa, showed that 
the density of population in nearly all the well-watered 
localties was over 150 persons per square kilometre in 
1934, while two-thirds of the territory was uninhabited. 


The mere existence of unoccupied land does not mean 
that there is no problem in making room for an increasing 
agricultural population. Much of the land which is not 
being cultivated is unsuitable for farming, and much of that 
which is technically usable is poor, remote, or inaccessible. 
To bring it under cultivation often requires large capital 
investments, and sometimes also a kind of technical know- 
ledge and artitude which the people of the region lack. 
Settlers from other regions may be discouraged by legal 
restrictions on migration if not by the cost of transporting 
themselves and their families and establishing new homes. 
The location may also be unattractive to settlers because 
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of a poor climate, hazards to health, or an unsavoury social 
and political environment. If the land is in the hands of 
private owners, they may prefer to hold it for speculative 
gains or put it to such uses as the grazing of livestock, 
instead of opening it-for settlement. 

In the more densely populated regions at least, inten- 
sive development of agriculture on the lands already in 
use offers greater possibilities than extension of the culti- 
vated area. Crop yields per unit of land could be greatly 
increased in all the under-developed countries if full ad- 
vantage were taken of present technical knowledge. Much 
could be accomplished by even such simple improvements 
as composting, manuring, and crop rotation in areas where 
these arts are unknown; planting better varieties of crops 
and breeding better strains of livestock; taking steps to 
control plant and animal diseases; and applying chemical 
fertilizers. But here, too, there are cificulties, esnecially 
where the people are illiterate, superstitious, wedded to 
tradition and suspicious of new or foreign techniques, and 
where adequate means of communication are lacking. 

Se the agricultural population may continue to grow 
in areas which are already overcrowded, although there is 
unused land; and as the density of population rises the 
standard of living may fall, although the means of greatly 
increasing production are known. These results are not 
inevitable. Even in the poorest regions where the ratio of 
population to land resources is highest, the average pro- 
duct rer agricultural worker could be maintained and in- 
creased in the face of a considerable growth of population, 
given a reasonable amount of capital and an energetic at- 
tack on the human and technical problems involved. It is 
difficult to escape the conclusion, however, that the chances 
of success in most of the under-developed countries would 
be better if the numbers of workers engaged in agriculture 
did not increase so rapidly. 


(To be concluded) 


THE ECONOMIC <STRUGTURES 


OF (PEOELES “Coin 


According to several official statements and from dis- 
cussions taking place within the Party, it appears, without 
question, at least as far as we can judge from the presy 
that economic difficulties increased in the People’s Republic 
of China in the year 1956 to such a degree that they 
raised more sharply than ever the problem of the function- 
ing of economic management (structure and orientation). 

Previously, in 1955, observers pointed out the theoreti- 
cal absurdity of the shift imposed by Mao Tse-tung in the 
land folicy (which shift had been prepared over many 
months by the practising of systematic terror in the country 
and in the Party) and announced with great ado on October 
16 and 17, 1955. This radical transformation, in a period 
of four and a half years, of the mode of production and 
of the property. relationships of 500 million peasants, with- 
out the state’s having the most elementary industrial basis 
for achieving it. was to.lea‘l Chinese economy into a blind 
alley and to subject the unhappy people of the People’s 
Republic to even greater constraints. 

The results of the terror have, of course, been all that 
could be hoped for: the peasants are now organized in 
production cooperatives. Not, however, without stubborn 
resistance. However, even in this area, the officials get lost 


in the maze of their statistics—with the result that between 
December 1955 and the Eighth Congress, some 900,000 
co-operatives disappeared. At the end of last summer, 
there still remained, if we are to believe the statements 
of Liu Chao-chi, about 1 million of them. But as for 
the other promises, from the fateful increase of the income 
of the 90% to the unprecedented success of the harvest, 
they are vanished ghosts and bitter disillusions. The press 
mentions nothing less than a class gap between the kanpu 
and the peasant: the government must go back to the free 
market, though in February 1954 it had celebrated “planned 
purchase and distribution” as a major conquest of socialism; 
rations have been again reduced; the peasants seize the first 
opportunity to slip into town and return to their traditional 
poverty and street-corner trades. Nothing seems to me 
more revealing than this constant exodus of the poor pea- 
sant, who is tempted by neither high salaries nor workers’ 
housing, but who chooses to sleep under a stall, to beg, 
or to pull a rickshaw rather than live in the model dwel- 
ling that state solicitude has prepared for him. It seems 
to me that, weighing one kind of wretchedness with another, 
he still prefers, however indifferent and cruel the city 
may be, the little freedom to be had in the low quarters 
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of a port or of an industrial suburb. There is the same 
impulse, the same preference, among those who have been 
better able to handle their interests and who eagerly rush 
back to the trafficking that has been resumed. They im- 
mediately squander the first money they make out of it 
on the purchase of their coffins or doing festive honour to 
the memory of their ancestors or setting off firecrackers at 
marriages. I am not inventing anything. One has only 
to read the very serious Jen Min Jih Pao, which is quite 
shocked by what is going on. 


The officials had attributed in their prophecies a parti- 
cular importance to the year 1956: China was then entering 
upon socialism. In January, the fever which the October 
turning-point had inoculated into the “machine” and that 
continued to rise in the autumn and winter of 1955 still 
persisted. The extravagant rhythms of the “Report on 
Cooperation in Agriculture”, far from being checked, had 
to be accelerated. The kanpu yanked the cooperatives from 
the ground, even though they were to lose them on the 
way, as we know. The wind swept violently along the 
path of prudence. To be tagged with the epithet “rightist” 
was to become a leper. Impossible to drag along like a 
tortoise when one must drive like mad. Socialism was tear- 
ing forward like a typhoon. 


In the collection entitled The Thrust of Socialism in 
Chinese Rural Areas, Mao announced, in the preface which 
was written on December 27, 1955 and published on January 
12, 1956: “In three to four years, that is, in 1959 or 1960, 
the transformation of the semi-socialist type of cooperative 
into an entirely socialist cooperative can be basically com- 
pleted. The lesson to be learned from this is that the 
socialist transformation of Chinese capitalistic crafts, indus- 
try and commerce should be carried out sooner in order to 
meet the necessities of the development of agriculture.” 


Only eleven days later appeared, with great fanfares, 
the famous ‘National Draft Programme for the Development 
of Agriculture from 1956 to 1957’. In a period of twelve 
years, this country, which was still so underequipped, was 
supposed to catch up with the most advanced nations, and 
in the immediate future, almost at-once, as soon as collec- 
tivization had been completed, the income of 90% of the 
peasants on the collective farms, was going to be substantial- 
ly increased. 

On June 30, the Central Committee and the State 
Council issued jointly the ‘Model Regulations concerning 
Farm Production Cooperatives in the Upper Category”. A 
great year, so it seemed. 

However, in that same month of June, the Politbureau 
allowed it to be said in the National Congress that it would 
be advisable to recreate a free market. In September, at 
the Party Congress, Liu Shao-chi further declared, though 
not without mental reservations that can be read between 
the lines: 

“In the second half of last year and the second shalf 
of this vear, our Party again led the people to a com- 
plete and decisive victory in the socialist transformation of 
agriculture, the crafts and capitalistic industry and com- 
merce ... but the socialist transformation was, in its 
essential aspect, completed during the first five-year period 
and will be entirely achieved, except in a few areas, during 
the second five-year period... . However, this extremely 
complex and difficult historical task which consists in trans- 
forming the private ownership of the means of production 
into collective socialist property has already been, for the 
most part, carried out in our country. At present the 
question of knowing who will triumph in the struggle 
between socialism and capitalism in our country has already 
been settled.” However, he also observed, though without 
saying that everything was threatened as result: “The 
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markets of the distriets and big cities were supervised; the 
cost of merchandise was fixed in a unified way; and the 
field of activity—with regard to the distribution of the 
goods of certain private businessmen—was limited. These 
measures were necessary at the time and achieved good 
results. But their application has also had certain unfavour- 
able effects, ‘as we said above: the quality of part of the 
industrial products is poorer; the variety of products has 
diminished; the production of part of the agricultural 
produce and of the products of the auxiliary occupations 
of agriculture has likewise diminished; the exchange of part 
of the products has been hindered. We must now over- 
come all these inadequacies. We must improve current 
methods dealing with the control of the market and must 
eliminate restrictions which are too rigid. We must au- 
thorize, within the framework of the unified socialist market, 
the existence of a free market directed by the state and 
must allow this sector to develop to a certain extent so 
that it may serve as a complement to the state market.” 


And, lest there be any uncertainty as to the meaning 
to be ascribed to the entire affair, Li Fu-chun in turn de- 
manded decen:ralization of the economy. 


With the instructions of September 12 “concerning the 
orientation of production and the organization of the farm 
production cooperatives’, admissions multiplied and grew 
worse. The flattering mirrors disappeared from the scene. 
The warning became severe so that income would increase. 
During the second half year, the peasant had to work harder 
than ever, especially in areas where industrial plants were 
grown. There was a flood of criticism, in accordance with 
a long-established rite, against this excessive haste (though 
it had been so strongly recommended only recently) which 
had brought about so many catastrophes: technical failures, 
low output, unsatisfactory management. The picture was 
black. The retreat got under way: the maximum part of 
the annual income faid into the reserve fund which the 
model regulations had set at 8% was lowered to 5%. The 
people’s anger could be heard in the official recriminations; 
violence had been done to the peasants: how often had they 
not been forced, despite the rules, to give up their few 
trees; in what way had the bureaucrats not got round them 
by paying them shameful indemnities for cattle and equip- 
ment’ An: since the directors managed so badly, the 
mountain cooperatives would henceforth not have to group 
more than one hundred families, those in the hill countries 
not more than two hundred and those on the plains not 
more than three hundred, which is already a handsome 
figure. Grievances and remonstrances were quite unable to 
modify the event. The new instructions of November 24, 
1956, despite their fine-spun and indirect language, showed 
a balance-sheet of failure. The press was even more brutal. 


* al * * 


I have not had an opportunity—not because I have 
not asked for it—to observe on the spot, in Chinese villages, 
the actual life of the peasants. There is the danger that 
the image may be hazy and may distort the features. The 
kind of tours organized at present by official agencies leads 
straight to errors of judgment whose consequences are much 
more severe if one is not extremely careful. I am speak- 
ing, of course, only of honest travellers, and by that I 
ti cain those who are intellectueiiy scrupuloux. The in- 
genuous ones, the light-headed jokers, the gullible simple- 
tons, belong with the rabble. It is not so easy, even for 
those who are scrupulous, even for specialists who are at 
pains to escape from the trap of false authenticity. This 
false journey, which is so fashionable today, leads to no 
essential knowledge of the truth; if it is not completed by 
other observations, it leads to the contrary. In the case 
of China, official documents and the official press remain, in 
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the last analysis—provided one is willing to remain some- 
what awake and to read, not with the blind eyes of faith, 
but as one reads quite simply the newspapers of one’s own 
country—the best source of information, that which makes 
it possible for the observer to come closest to the true 


situation. 
* * * * 


I shall not describe in this place the failures of the 
economic policy that took place in the year 1956. I shall 
merely venture a few reflections on the nature of the 
failure. 


I maintain that the productive forces are developing 
in People’s China despite and in opposition to the adminis- 
trative yoke that is imposed upon them; that this contradic- 
tion, which yesterday was a subject of theoretical discus- 
sion and hypotheses, has now become flagrant; that it is 
causing such a crisis in the structure that there is no longer 
any true relationship between the official description of the 
economic system and its reality; that this divorce entails a 
challenging of the fundamental policy. 


* % %* * 


Let us begin by clearing the ground of needless 
questions: the economic policy applied in People’s China 
with regard to the land question in no way derives from 
Marx and runs counter to the Marxist theory which states 
as axiomatic that the introduction of socialist forms of 
production in the countryside first requires a highly deve- 
loped industry. Socialist property relationships can be 
established only on the basis of the industrialization of 
farming. It is a basic conception of Marxism that the 
mentality of men is modified only if the techniques they use 
are first modified. 


In People’s China, however, the setting up of supposedly 
socialist production cooperatives is due only to arbitrary 
governmental action. This new form of property does not 
correspond to any true industrial possibility. The peasants 
are pushed into the collective farms though they are pro- 
vided only with their traditional implements. They con- 
tinue to farm with ancient techniques. The state has no 
facilities for replacing farm implements. Thus, the disap- 
pearance of private property appears not as the natural re- 
sult of a transformation of the economy, but as an achieve- 
ment of the police. The peasant feels frustrated. 


The political authority launched out upon this path 
knowingly, with its eyes wide open. It knew better than 
anyone else the true nature of the industrial shortage and 
its duration. Liu Shao-chi declared very clearly at the 
Eighth Congress: “We are carrying out agricultural co- 
operation though we are short of farm machines. Mechani- 
zation of our agriculture could be carried out properly and 
gradually only after the development of the industrializa- 
tion of our country and if we took into account the different 
farming conditions of each region. However, it is estimated 
that at the end of the second five-year period the area 
in which mechanized farming is carried out will represent 
only one-tenth of the entire cultivated area of our country. 
The increase of cultivated area would attain, as was the 
case during the first five-year period, only a few tens of 
millions of mus, in other words, about a twentieth of the 
cultivated area of the country. As to the production of 
chemical fertilizer in 1962, we will not even have an average 
of three pounds per mu of cultivated land. Consequently, 
the chief means of increasing farm production during the 
second five-year period will continue to lie in the activity 
carried out by the farm cooperatives and the peasants them- 
selves to increase the output per unit of surface by the 

use of the following measures: construction of hydraulic 
works, use of a greater quantity of fertilizer, improving 


FAR EASTERW 


Economic Review 


of the soil and selection of cereals, extension of the use 
of new-type farming implements, increase of the number 
of harvests per year, improvement of farm methods, a 
campaign to prevent damage caused by insects and plant 
diseases, etc.” 


Reversing radically the terms of the Marxist economic 
theory, -the Politbureau has recommended the organization 
of production cooperatives of both types in order to obtain 
rather high output so that the farm economy can pay the 
installation costs of a basic industry. 


It is quite noteworthy that this decision was taken 
despite the thoroughly unfavourable lessons of the Russian 
experiment, the total failure of the same attempts in the 
people’s democracies and the clear warnings issued by the 
Yugoslavs. 

a od * * 


As the new forms of property imposed by the political 
authority in no way corresponded to the real structure of 
the production process, the Politbureau was obliged, in 
order to force the peasants to accept them, to set up a 
huge bureaucratic machine, which, in turn, appears as an 
economic absurdity. It is conceived in its entirety as a 
means of police control of the peasantry. Though it is 
effective from that point of view, it proves to be absolutely 
preposterous from the point of view of economic efficiency. 


It is sufficient to recall here the chief provisions of the 
“Model Regulations”: 


Through the intermediary of the upper type farm pro- 
duction cooperative, the state takes control, indirectly, both 
- the work and of the means of production of the peasan- 
ry. 

The land, draught animals and farm machines are the 
property of the cooperative. The only private property of 
the peasant is: isolated trees, few in number, fowls, domes- 
tic animals and small tools. Graves and houses are, how- 
ever, not collectivized. The cooperative grants to its 
members plots of ground, which shall not exceed one- 
twentieth of the total area, for the growing of vegetables. 

The peasant has the right to leave the cooperative after 
the year of work, to take back his land or an equivalent 
portion of land, and to get back his share of the capital 
stock and his personal investments. 

_Ground-rent is abolished. Persons who formerly lived 
on it and who are no longer able to work shall be taken 
in charge by the welfare department of the cooperative. 
By way of an exception, proprietors who live in cities or 
who practise a non-iarming occupation and whose families, 
for these reasons, are unable to turnish the collective farm 
with manpower, receive an indemnity when they give up 
their land. 

The cooperative has a capital stock fund, a reserve 
fund and a social welfare fund. The capital stock fund is 
established by the peasants when they join. The two others 
are made up of regular deductions from the annual income. 

Production is carried out, as a rule, in conformity with 
the state plan. Each cooperative must draw up an annual 
plan with the framework of an over-all plan for at least 
three years. 

The members of the cooperative are organized as a 
production brigade, which is the basic unit. Each brigade 
includes officials in charge of bookkeeping, technical manage- 
ment, cattle and protection of public property. 

’ The unit of remuneration is not the work actually done 
in a day but the day of work, considered as an arbitrarily 
fixed unit. The number of days of work may be increased 


or reduced by the official in charge as a reward or punish- 
ment. 


Production quotas for each brigade are fixed for every 
three months and every year. At the same time, the num- 
ber of days of work required is also fixed. This is also 


true for each individual, for the entire year and for each 
season. 
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This remuneration in days of work also holds for offi- 
cials who do not take part in work in the fields. 

The salary of the president of the cooperative is higher 
than the average salary of the peasants. Officials attached 
to the management of the cooperative must be limited in 
number; their total remuneration must, as a rule, not ex- 
ceed 2% of the total of the salaries. 

A special supervisory committee is established in each 
cooperative. 

Regular accounts are kept; a balance is drawn up 
monthly and is published every three months. The number 
of days of work of each member of the cooperative is 
published monthly. 

Deductions are made from annual income for govern- 
ment taxes, wear and tear on equipment, production for 
the following year and repayment of loans. Once this has 
been done, capital amounting as a rule to 8% of the total 
income and in industrial areas 12% is transferred to the 
reserve fund, while a maximum of 2% is reserved for social 
welfare. The remainder is distributed in proportion to the 
days of work. 

A first sharing, a kind of advance, takes place after 
the spring and summer harvests. A very important pro- 
vision requires that the final accounts, and thus the real 
income of the peasants, are to be established only at the 
end of the year. Thus, it is not until the annual closing 
of the books that the value in cash or kind of the days of 
work is determined and the peasant knows how much he 
has earned. 

When the salary has been fixed, the peasant receives 
in kind (what the texts call “food for the mouth’’) the 
share fixed by the government for each locality, and the 
rest in cash. However, those whose total number of ‘days 
of work” is less than the established’ norm do not receive 
“food for the mouth”. They must buy the food they need 
“from their other income’, either from the cooperative or, 
later, from the state. This outrageous regulation can be 
regarded as blackmail by starvation. 

In each cooperative, a special institution is in charge 
of political work; it is aided by the Young People’s Corps 
and the Women’s League. Its first job is to see to it that 
the peasant meets the norms set by the management; then 
it explains to him the Party slogans. 

The cooperatives must furnish the food, clothing and 
fuel necessary for old persons, the sick, orphans and widows. 
Supreme authority lies, in principle, with the General As- 
sembly of the members; twice a year it elects the managing 
committee and supervisory committee. 

Such is the model; it is quite instructive in itself. But 
the successive decrees and the indiscretion of the investiga- 
tions published in newspapers show us that in application 
it is made even worse by a whole series of violations; ex- 
cesses committed against the peasants, systematic ahuses 
to the advantage of officials, mushrooming of the bureau- 
cracy. Is it possible to image anything more stifling, less 
workable or more aberrant? 


The first and indispensable condition for the proper 
functioning of such an administration is, evidently, the cor- 
rect keeping of the books. This is a complicated affair, for 
the accounts must consider not only taxes, the advances 
made by the state, the loans by the state bank, the loans 
of the credit cooperative, the three common funds of the 
enterprise, the individual investments and the provisions 
of the plan, but also, and I would say above all, must set 
the value of the unit of work, that abstract notion of ‘(lay 
of work’? which combines both the quality and quantity 
of the work done, in accordance with the extreme variety 
of jobs of the brigades and individuals. 

The economic absurdity of the system is most clearly 
revealed by the existence of this complex bookkeeping for 
which there are no bookkeepers. It is an indisputable fact 
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that there does not exist in the countryside a sufficiently 
educated personnel to keep the books. 

The Politbureau has been fully aware of the level of 
education of the peasant officials. The famous “national 
draft programme for the development of agriculture from 
1956 to 1967” assumes that it will take from five to seven 
years to eliminate illiteracy, from seven to twelve years 
to make elementary teaching general, and twelve years to 
train 5 to 6 million kanpu of elementary and intermediate 
grade for the farm production cooperatives. And we know 
that these figures are very optimistic. In September, Liu 
Shao-chi also stated before the delegates of the Party: “In 
order to carry out the cultural revolution of our country, 
the greatest efforts must be made to eliminate illiteracy 
gradually and to extend progressively elementary education 
within the limits of our financial means, so as to reach 
a point, within twelve years (varying with the region), at 
which compulsory elementary education is generalized. We 
must at the same time continue to improve the cultural and 
technical education of workers and employees and the cul- 
tural education of part of the personnel of offices whose 
cultural level is very low. As for the national minorities 


330 


which have no handwriting, they must be helped to create 
one.” What then? 

The result is clear. The books are badly kept; most 
often they do not exist. In the best of cases, the village 
and district officials try to increase output and improve 
production without paying the slightest attention to account 
books. I am not inventing anything. This is a hackneyed 
theme in the Chinese press. The Jen Min Jih Pao com- 
plains that the kanpu are ignorant and that the heads of 
the cooperatives have other things to worry about. 


These facts cut through the speeches about the sociali- 
zation of agriculture and confirm the fact, which I have 
maintained, that the productive forces are developing in 
spite of the system and in opposition to it. 

* * * * 


Far from resolving the social inequalities within the 
peasantry, this oppressive - administration, arbitrary in 
nature and behaviour, creates new ones. 

I shall list briefly the chief results of the enquiries 
published in the press of People’s China. 

1. The constant errors committed in calculating the 
value of the “day of work” result in unjustified inequalities 
of salary from village to village and brigade to brigade. 
The peasants who do not receive the same remuneration 
for the same work are quite legitimately furious and curse 
the kanpu, the cooperatives, the government and socialism. 

2. The complexity of the system of financing, which 
is aggravated by the ignorance of the officials, lead to actual 
tinancial loss for the peasant and shortage of money. 

As soon as the state has paid the cooperatives for its 
purchases, the local banks and the credit cooperatives im- 
mediately demand reimbursement of the advances made 
during the year. They often withhold, in quite arbitrary 
fashion, part of the balance, which is considered as a bank 
deposit or a participation in the credit cooperative. So 
when the district kanpu have audited the account, there 
is often nothing left to distribute to the peasants. 

This situatiorr is further complicated by the lack of 
Yeady cash in the branches of the state bank whose job it 
is to settle government purchases with the cooperatives. 

In order to get around this difficulty, peasants in many 
areas make their own bank-notes, with the assent, at least 
the tacit assent, and at times with the approval, of the 
local Party organizations.. These bank-notes have circu- 
lated so widely that they have been spreading from the 
villages to the towns. The peasants use them to obtain 
vegetables, food-stuffs, coal and salt. The co-operatives 
reimburse them by paying salaries, buying fertilizer, seeds, 
etc. The press is of the opinion that this illegal issuing 
of money threatens the official money. 

3. The difficulties of the cooperatives and their mem- 
bers are also peculiarly heightened by the ‘‘customs” of a 
remote past which seem to be flourishing today in the state 
machine: the provincial governments, the credit coopera- 
tives and the banks illegally misappropriate, to their own 
profit, a large part of the loans made to peasants by the 
central government. Enquiries have revealed that in cer- 
tain provinces the authorities have thus withheld more than 
half of the sums allocated to agriculture. 

4. The arbitrary establishment of production quotas, 
the bureaucratic manipulation of “days of work” and the 
fear of finally being deprived of the “food for the mouth” 
entail an exploitation of the peasantry. 

5. Despite official propaganda, it is the woman who 
bears the heaviest weight of this super-exploitation, as she 
did in the past. If she does not go to work in the fields, 
the family loses “days of work’ and becomes dangerously 
poor. The children therefore remain unsupervised. ~ Under 
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pretext of equality of the sexes, the officials employ women 
to do the hardest jobs. Pregnant women keep working as 
long as possible. Despite the law, salaries are not equal. 
Women receive far lower pay for the same work. This is 
also true for the: women kanpu. The press cites a con- 
siderable number of mortal accidents, miscarriages due to 
exhaustion and cases of children dying from lack of proper 
care. 

6. The constraint to which the peasant is subjected 
is much stronger and goes far deeper at present than before- 
the forced collectivization. The grievances reported by the . 
press are very precise. 

The kanpu make illegal searches, and arrest and torture 
people no less illegally. They force peasants to marry 
against their will. They embezzle public funds. They pay 
no attention to decisions adopted in general assembly. They 
frequently forbid a peasant to work, which deprives the 
farmer of his “days of work’, therefore of his income. In 
a forthright editoriah of June 27, 1956, the Jen Min Jih 
Pao declared: “Before collectivization, when the peasants 
were still working independently, the tyranny of the kanpu 
could be exercised only by means of political pressure. Now 
that the majority of the peasants have joined the upper- 
type farm production cooperatives, the local kanpu have 
at their disposal not only political means but also economic 
means for terrorizing people. They declare: ‘Now that 
the land belongs to the cooperative, we have the peasants 
by the throat and they do what we want.’ If a man does 
not obey the kanpu, he finds his salary reduced or his right 
to work suspended. They use this double method of pres- 
sure during meetings and even during cultural events.” 

7. The difficulty of ascribing a precise value to the 
abstract notion of ‘day of work” is utilized by the kanpu, 
that is, by the privileged officials, to pull the wool over 
the peasants’ eyes. Since no norm of remuneration has 
yet been established, the managing personnel at times credits 
itself with a fixed number of “days of work’’, at times, no 
less arbitrarily, deducts a given percentage of the total 
work of the brigade. Certain people have suggested in 
discussion that “the class consciousness of the kanpu’” be 
considered as a factor in remuneration. 

8. We are witnessing a proliferation of bureaucracies 
which are developing typically parasitic characteristics. 
There seems to be a regular procedure. A _ director fills 
responsible posts (hygiene officer, rapporteur, head dele- © 
gate, etc.) with his friends and clients, who thus receive 
the highest salaries, even when they do nothing. Of course, 
the general assembly approves. The press cites the example 
of a cooperative in Szechuan which includes 418 farms; 
of the 294 supposed heads of brigade, head delegates, etc., 
106 performed no function. The peasant pays. 

The Central Committee recognized, in its Instructions 
of November 24, 1956, that the kanpu constitute “a privi- 
leged group cut off from the masses’. 

5 * * * * 


In China, as in Russia, terror must be regarded as an 
economic factor of great significance. Indeed, it becomes 
a constituent element of the new production relation- 
ships. 

The revelations made by the Chinese press about the 
behaviour of the village and district kanpu, however brief, 
however superficial, however succinct they may be, show the 
role of terror as a factor in production and as a creator 
of new relationships of superior to inferior, 

If the kanpu set themselves up as a privileged social 
group, they do so because the political authority grants 
them economic power and because they are, by delegation, 
the true owners not only of the means of production, in- 
cluding the land, but also, up to a certain’ point: (that point 
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being the limit of the possible exercise of terror), of the 
labour force. 


What is true for the kanpu is all the more true for the 
entire Party, which, owing to its position in society and 
to its functions, is separated from all the other classes, 
including the working class, and becomes the social corps 
of the state. The Politbureau is not unaware of this and 
its ritual imprecations against bureaucratism reveal, though 
without great practical effects, only the excesses of this 
self-awareness. Teng Hsiao-ping describes very clearly, in 
his Report on the Modifications of the Party Constitution, 
the social basis of the ruling bureaucracy: ‘Most of them 
(members of the Party) take on some job or other, either 
in the state agencies, the economic and cultural organiza- 
tions, or the people’s associations.” 

The cleavage between the Chinese Communist Party 
and the working class dates from the terrible «lefeat in 
Canton, in 1927. The social cleavage that determined all 
recent developments occurred in 1949 between, on the one 
han, the political and military machine of Chinese Stalinism 
and, on the other, the peasantry. 

Mao's great attempt to reconstitute the age-old tradi- 
tion of a centralized state rooted in landed property, the 
personnel of which would be set up not as a privileged caste 
but in the likeness of the ancient mandarinat. as a ruling 
class, which, by virtue of its economic and social structure, 
would serve as a basis for the introduction of state capi- 
talism into China, is very far from having yet assembled 
all the means for success. However, it reveals to us, even 
more strikingly than if the structure were already com- 
pleted, the creative role of terror in the economy and in 
society. 

* %* * * 

Although the kanpu practise terror, they are also 
subjected to it. The reason is that the entire society, 
to which they too belong, is governed by terror. Thus, this 
regime, which is held together by terror, is threatened by 
the fear which it itself begets, in the deepest part of its 
being, in the functioning of the plan. 

When one is subject to the discretion of the authorities, 
the rule is never to contradict one’s superior unless one 
is ordered to. If the Politbureau has proclaimed that so- 
cialism has been achieved, then it must be so. It’s not 
true—but that’s just too bad—it must be true. 

So our kanpu puff up the cooperatives and incomes. 
Inevitably a time comes when the economic forces take 
their revenge. The lie is then denounced, always by order. 
Heads fall. Then everything starts over again. 

The Chinese press is full of these suddenly discovered 
falsifications. They are to be found everywhere. For 
example, a Szechuan cooperative had shown a real 15% 
increase of income in the year 1955-1956; the kanpu un- 
blushingly announced an increase of 52%. In Manchuria 
officials fake the production figures. Elsewhere, 1,700 wells 
are said to have been dug, whereas there exist only 700 
wells. Still elsewhere, official reports purely and simply 
double the quantity of fertilizer. Or a certain brigade 
hides 1,000 catties of food, which it regards as its secret 
reserves. 

The important point is that these are not accidents 
but a general rule, and that the Politbureau, the govern- 
ment and the ministries have only false reports and fake 
statistics as a basis for drawing up their plan. 


a ue ae ak 
Thus, the terror contains its own contradiction. Under 


such conditions, the central authority cannot exercise any 
real control of the economy. Stalin warded off this danger 
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by vast and periodic slaughters. Mao Tse-tung again finds 
himself at the day of reckoning. The economic crisis has 
become the organic crisis of the plan, of its structure and 
of its orientation. 

The tension is so great that the central authority can- 
not completely forbid public expression of the disagree- 
ments. The discussions which had unsettled Party officials 
in 1953 and 1954 and which the majority of the Politbureau 
had squelched by terror have been resumeil in recent 
months. 

The Stalinist theory of prices was challenged by Fang 
Chi in the Tientsin newspaper, the Ta Kung Pao, of August 
5, 1956. Pang Chi’s criticism was based on the simple but 
suggestive principle that even a planned price policy must 
obey economic reality. A month later, the Ta Kung Pao 
published the reply of Chang Ko, a vehement defender of 
Stalin. On October 28, the same newspaper published a 
very sharp criticism by Chang Hsuan-san of the excessively 
rigid character of the commercial administration; the author 
concluded that a much suppler control of prices was neces- 
sary. Chung Ai-chuan, likewise in the Ta Kung Pao, 
examined, in a similar spirit, the function of prices as a 
stimulant to production. 

On October 17, 1956, the philosophic supplement of the 
Kwang Ming Jih Pao, published a very revealing article by 
Mr. Chang Lei entitled: “At the present stage of our coun- 
try’s development, are production relationships ahead of 
productive forces?” 

This study, which is important for more than one 
reason, reveals that the preoccupations within the Party 
centre about the essential point, that is, the increasingly 
dangerous divorce between the forces of production and 
the bureaucratic and police institutions; it reveais a tinge 
of sarcasm, for how can production relationships outstrip 
the real development of production in the eyes of a Marxist? 
Is this not the prolonged echo of the disputes that cost Kao 
Kang his life and so many others their freedom? The 
argument is presented here as a reply to the objections set 
forth by members of the Party who maintain, in opposition 
to the author, that everything is for the worst, that priority 
must be given not to “socialization” but to the increasing 
of production, above all perhaps to improving the standard 
of living of the workers. So, in spite of everything, we are 
given insight into the true trend of ideas in the People’s 
Republic of China. 


a Bo * a 


Thus, in a very particular economic, social and tech- 
nical context, People’s China is at grips with the same 
fundamental problems as those revealed to us by the con- 
tradictions of the Soviet economy and the crisis of the plan 
in the USSR. 

The question then arises in its full magnitude: is not 
this tragic permanence of the terror, which in so few years, 
has cost the lives of so many million men, the inexorable 
product of the conflict between arbitrarily established’ social 
institutions and the real development of the productive 
forces? If this is true, how can one fail to seé that the 
institutions must be destroyed and replaced, that we must 
reconsider an entire course of history, that the emancipation 
of men begins not tomorrow but today, and that ihis eman- 
cipation cannot be prepared for by enslaving them, that 
the economy does not matter to us if it is not the means 
for the humblest of us to discover and liberate himself? 
How can one fail to see that there is no possible liberation 
unless we first refuse the outrage of dictatorship and slave 
camps? Having denounced the situation and sought out 
its causes, we are now at the threshhold of the most im- 
portant problem of our time. 

— D. R. 
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SEMI-OFFICIAL BANKS, MUNICIPAL BANKS, CHAMBERS OF 
COMMERCE, CO-OPERATIVE SOCIETIES, ETC. 
AS ISSUERS OF BANKNOTES 


By E. KANN 
PART XIV 
The foregoing treatise dealt with the official banks of by him. The large note-issue _ was guaranteed by the 
the provinces. The succeeding narrative is meant to briefly Governor. The bank functioned in a semi-official capacity, 


describe semi-official institutions with note-issuing pri- 
vileges, as well as municipal and other civic bodies. In 
speaking of note-issuing privileges, it should be considered 
that “rights” in this respect were secured by the founder 
and principal owner of the bank concerned. During the 
second decade of the 20th century, China was ruled—or 
rather misruled—by militarists who held the title of tupan 
or tuchun, people who used their powers for personal aggran- 
disement and enrichment, functionaries whose greatest asset 
was their ‘lie-ability’.. The prevalence of such conditions 
within certain provinces made themselves felt over a longer 
period, as for instance, through Manchuria, Szechuen, 
Shansi, etc., doing untold harm to the population, on whom 
was foisted paper money which was promising to pay to 
bearer on demand. This promise was, in the majority of 
cases, an empty shell. For, even if payment could be ob- 
tained, this was accomplished under heavy discounts only. 


At that time China had not yet organized municipal 
bodies. Then, and ten years later, no organizations existed 
which had councillors elected by popular vote. Therefore 
the term “municipal” ought to be replaced by ‘town ad- 
ministration”, carried out by appointed officials. Such 
bodies, which were not numerous in China, as well as Cham- 
bers of Commerce, usually issued subsidiary and copper 
notes; frequently under the plea that there was an insuffi- 
cient volume of fractional currency available to permit a 
smooth movement of the economic machinery. 


The number of such semi-official institutions enumerated 
here is by no means complete. It is difficult to obtain 
reliable and conclusive data regarding this particular sub- 
ject. But the instances cited here will supply a picture of 
actualities which—the least said—are rather instructive. 


(79) AGRICULTURAL BANK OF THE FOUR PROVINCES 


Founded as a semi-official bank in 1933 with a capitali- 
zation of $3,000,000. With head office at Hankow, the bank 
had its special field in the provinces of Honan, Hupeh, 
Anhwei and Kiangsi. It issued banknotes. With the ap- 
proval of the chairman of the Military Affairs Commission, 
the institution was on April -1, 1935, converted into the 
Farmers Bank of China, when the capital was raised to 
$10,000,000. The Farmers Bank took over the banknote 
issue. Its first chairman of the Board was Dr. H. H. Kung, 
then Minister of Finance. 


(80) YUE SOO IMPERIAL BANK 


Founded in the beginning of the 20th century with a 
capitalization of $200,000. The bank maintained its head- 
office at Soochow and had a branch office at Shanghai. It 
was started by the Governor of Soochow with money loaned 


inter alia also as Customs Bank. When the rubber boom 
caused a financial crisis at Shanghai (1910), the Taotai of 
that city, on July 17, 1910, issued a proclamation, stating 
that in his official capacity he would guarantee all paper 
money issued by the Yue Soo Imperial Bank. Circulation 
consisted of three denominations, namely $1, $5 and $10 
and showed the date of 1908. 


(81) KIANGNAN YU NING IMPERIAL BANK 


This was a temporary institution, functioning with 
and like the foregoing native bank. It also was founded 
in the beginning of the 20th century by a former viceroy of 
Nanking, in which city the head-office was situated. The 
founder guaranteed the note issue, or rather he made the 
Nanking Provincial Government guarantor. Bank’s capital 
also aggregated $200,000. The rubber boom and its sequels 
in 1910 caused many runs on native banks. At that time 
the Shanghai Taotai decreed that he would in his official 
capacity guarantee the note circulation of the Yu Ning Im- 
perial Bank. The 1911 revolution caused the end of the 
two foregoing banks which had outlived their time. Seem- 
ingly both banks left some of their fiat money unredeemed. 


(8&2) KWANGTUNG INDUSTRIAL BANK 


Also known as Kwangtung Yat Sip Bank. This in- 
stitution was the successor of the Military Government 
of Kwangtung, which issued in 1912 paper money in South 
China. The Kwangtung Industrial Bank had emitted notes 
in 1916 and 1919 in denominations up to $50. It is some- 
what difficult to define its status. It was not a provincial 
bank, but certainly also not a commercial bank, or an 
institution interested in the furtherance of industries in 
South China. Therefore it will probably be correct to 
classify it as a semi-official bank. 


The Kwangtung Industrial Bank is not to be confound- 
ed with another bank of the same name founded in Canton 
in 1935 and merged with the Provincial Bank of Kwangtung 
in the beginning of 1938. 


(82a) KWANGTUNG SAT YIP BANK 


See 82. The above style is the Cantonese translation 
of Kwangtung Industrial Bank. 


(83) THE FRONTIER BANK 


This bank was opened in 1920, with a capital of 20 
million dollars, of which $5,250,000 was paid up. The fiat 
money issued by this bank included Harbin ta-yang (big 
money) $8,554,000, and hsien ta-yang dollars 10,253,600. 
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The capital was subscribed by Manchurian Marshal 
Chang Tso-lin and his subordinates, and to a small extent 
also by the Peking Government. As promoter figured 
General Chang Hsue-liang, a son of the Marshal. Ostensibly 
the object of the bank was to promote colonization in the 
interior of Manchuria, but also to issue banknotes. Branches 
were opened in Harbin, Mukden, etc. Originally, the head- 
office was situated at Tientsin, but when—in 1928—Chang’s 
armies retreated from there, it was removed to Mukden. 
The bank acted as Treasurer for Fengtien (Mukden) Pro- 
vince and issued banknotes in Mukden, Harbin and Tientsin. 
The institution also did ordinary banking business and was 
a large operator in the grain markets of Manchuria on behalf 
of the Chang family. Notes were issued in denominations 
of $1, 5, 10, 50 and 100, all dated 14th Year. 

In November, 1925, the Frontier Bank suspended re- 
demption of its Tientsin notes, but in later years it seem- 
ingly resumed once more, for one finds the following balances 
were outstanding in Tientsin only: 


1932 $1,135,000 
1933 965,000 
1934 488,100 
1935 270,000 


With the advent of taking over by the puppet Bank 
of Manchuo of the entire note-issuing systems throughout 
Manchuria, the emission of further paper money by the 
Frontier Bank came to an end. The Central Bank of Man- 
chou redeemed the outstanding notes of the Frontier Bank 
at the following rates between 1932 and 1934: big money 
dollars at par. Harbin notes with official seal at the ratio 
of $1.25 to one yuan. But the Tientsin issue was not 
taken care of by the Central Bank of Manchou, and neither 
by the Chang Tso-lin family. 


(84) BANK OF THE NORTHWEST 


Also known as Northwestern Frontier Bank. Founded 
in the spring of 1925 by General Feng Yu-hsiang, whose 
army was then stationed at Kalgan. The bank had no 
capital at all, and in order to obtain means, it simply had 
paper money printed with the consent of the Peking Govern- 
ment. Such fiat money was foisted on other banks and 
exchange shops in Kalgan in exchange for current notes at 
par value. Naturally, the bankers raisec| objections to such 
procedure, but had to acquiesce therein under duress that 
only militarists of that period could apply. On the obverse 
of the notes is seen a railroad track blasted by dynamite, 
probably General Feng’s ideas of an allegory. Besides, the 
warlord’s Administration also distributed copper notes for 
services rendered, but the Bank of the Northwest would 
not redeem even the lowest denomination paper money of 
its own issue. 

The dollar notes emitted by the Bank of the Northwest 
showed denominations of $1, $5 and $10, dated 1924 and 

also 1928. Shortly after 1928 the bank closed its doors, 
leaving an unknown quantity of its notes unredeemed. 


(85) BANK OF FIVE PROVINCES 


Toward the end of 1925, General Sun Chuan-fang or- 
ganized a new bank under the style of Bank of the Five 
Provinces. His object was to introduce certain financial 
reforms in the five provinces of Chekiang, Kiangsu, Kiangsi, 
Anhwei and Fukien. In 1926 this bank issued its own 
notes; but what became of these and of the bank itself 
is shrouded in mystery. 


(86) THE AGRICULTURAL AND INDUSTRIAL BANK 
OF THE CITY OF TSINGTAO 


Opened for business in 1933 with a capital of $100,000. 
The note issue of this bank at the close of 1933 aggre- 
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gated $134,000; by the end of 1934 it stood at $152,194; 
by the close of 1935 it was reduced to $78,681, while 
the termination of 1936 divulged only $12,901 outstanding 
in copper notes. 


(87) TSINGTAO REGIONAL BANK 


In 1924 it issued notes in denominations of $1, $5 and 
$10, produced by the Peking Bureau of Engraving & Print- 
ing. Started business in 1928; was later on merged with 
the Shantung Provincial Bank. 


(88) CANTON MUNICIPAL BANK 


Founded in 1927, the bank’s capitalization in 1935 stood 
at $1,000,000. It issued paper money in small coin de- 
nominations which fluctuated in market value similarly to 
the emissions of the Kwangtung Provincial Bank. At the 
end of 1935 it had $5,925,472 in notes in circulation. In 
June, 1937, its total issue aggregated $8,660,000. The 
bank was then supposed to halt the further emission of fiat 
money. Denominations were in notes of $1, $5 and $10, one 
dated 21st Year (1932), and another one showing 22nd 
Year (1933) as date. Printed by Hua Teh. 

As an innovation the Canton Municipal Bank, subse- 
quent to the currency reform scheme of 19385, issued for the 
first time $200,000 worth of notes @ 10-cents, while a 
supply of 20-cents denominations was then under pre- 
paration. Higher values, namely $50 and $100, also were 
then scheduled for imminent issuance. 


(89) NANCHANG CITY BANK 


This bank was opened in the capital of Kiangsi Pro- 
vince, Nanchang, in 1928. By 1986 its paid-up capital 
stood at $500,000. Its note-issue was moderate, amounting 


to: 
End of 
BE RYO a eee ee ee eee eae $335,606 
1933 263,275 
1934 298,131 
1935 459,160 


(90) HARBIN MUNICIPAL COUNCIL 


World War I brought about a general currency muddle 
in the countries which were at war. The situation was 
especially difficult in Russia. Since Harbin (in Manchuria) 
transacted business principally in Russian currency, it was 
not surprising that the municipality there in 1919 issued 
paper money for 1, 3 and 5 roubles. The notes were in- 
scribed in Russian only, stating that redemption must take 
place in roubles not later than July 1, 1920, and for sums 
not less than roubles 25 at a time. 


(91) CITY OF PINGAN 


Pingan, in Hopei Province, finding that there was not 
enough small money available for actual requirements, dis- 
covered a motif for issuing notes in 1938. Issuance was 
not carried out by a bank, but by the city fathers. Pingan 
is situated in the district of Tsunhwa. On a $1 note, print- 
ed in Tientsin, it is stated that the note is payable on pre- 
sentation, regardless as to who the bearer is. But that 
there was no registration or responsibility for notes lost. 


(92) FENG YEH BANK 


Established in Kweisui in April, 1920, capital of Sui- 
yuan Province. Issued subsidiary notes in the 1930s. What 
became of these is unknown. The bank’s paid-up capital 
stood at $266,000. 
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(93) AGRICULTURAL BANK CF LILING 


In 1925 it issued subsidiary notes. The bank was domi- 
ciled in Hunan Province. Capital and career not known. 


(93a) FENGTIEN COMMERCIAL BANK 


Figures as issuer of fractional silver coins dated 1914. 


(93b) MONGOLIAN BANK OF HAILAR 


Hailar is situated in Heilungchiang Province, Manchuria. 
Emitted paper money in terms of Russian roubles, dated 
1917. 


(93c) TSIHAR SHING YEH BANK 


In the 1920s this Manchurian institution circulated 
notes, of which the 1-dollar and subsidiary values were seen 
by the author. 


(94) HARBIN CHAMBER OF COMMERCE 


In 1919, when there was actually a shortage of small 
notes, the Harbin Chamber of Commerce issued “Temporary 
Notes’. Denominations called for $1, $3, $5 and $10. On 
the reverse were found regulations printed in Chinese, 
stating that, as small denominational money was getting 
very scarce, the authorities had granted permission to the 
Chamber of Commerce to temporarily issue notes in: de- 
nominations of 50 cents, as well as $1, $3, $5 and $10. 
These notes were redeemable in Kirin “Tiao” paper only, 
provided the sum to be exchanged was between 250 and 
1,000 Tiao. Defaced or torn notes were irredeemable. 
Dated 8th moon of the 8th Year of the Republic. 

Since the notes were redeemable in Tiao only, their 
fate was not too enviable from the start. Simultaneously, 
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the same body also was responsible for the issuance of paper 
money for 5, 10, 20 and 50 kopeks. 


(95) CHEFOO CHAMBER OF COMMERCE 


During the Sino-Japanese hostilities, the armed forces 
of Japan landed in Chefoo in January, 1938. This event 
caused panic in the civil administration of the port. Owing 
to the non-receipt of wages the Chefoo police corps mutinied 
and took the chairman of the Chamber of Commerce as 
hostage, accepting to free him only on payment of $30,000 
ransom money. In order to raise this sum, every shop- 
keeper was forced to accept $30 in 10-cents, 20-cents and 
$1 notes, specially emitted by the Chefoo Chamber of Com- 
merce in exchange for legal tender notes. 

The subsidiary notes showed on one side an inscription 
in Chinese, the denomination, the serial number in Arabic 
figures and two seals in red. On the left a temple with 
pagoda in an oval frame is seen. The reverse consists 
of ornamental designs. In the upper frame the words 
“Local Currency Payable to Bearer’ are seen, while the 
lower frame states in English: ‘Not Pay To Night”. The 
meaning of the latter phrase undoubtedly is that the notes 
should not be presented for redemption at night—by lamp- 
light. 


(£6) PINKIANG CHAMBER OF COMMERCE 


Situated in Manchuria, this body issued in 1917 frac- 


tional notes in denominations of 5, 10, 20 and 50 cents, 
and 1 and 3 yuan followed in 1919. These notes were 
printed locally. On the reverse they display lengthy 


Chinese inscriptions, stating apologetically the causes for 
the emission of the notes. 


(To be Continued) 


RECOR Is) FROM SCRINE 


Budget Surplus 


The Finance Minister reported that state revenue sur- 
passed expenditure by 1,469 million yuan in the first half 
year, reversing last year’s situation of expenditure surpass- 
ing revenue. Total revenue for the first six months 
amounted to 14,773 million yuan, or 50.8% of the annual 
budget estimate and total expenditure amounted to 13,304 
million yuan, 45.3% of the estimate. Revenue from indus- 
trial and commercial taxes was 50.7% of the annual esti- 
mate, Revenue from enterprises and associated activities 
—at 46.7%—was higher than in the same periods of 1955 
and 1956. The ministries of commerce and railways were 
among the best in fulfilling the plan. Expenditure in econo- 
mic construction totalled 6,174 million yuan, 45% of the 
budget estimate; social services, culture and_ education 
amounted to 2,270 million yuan, 46.9% of the budget esti- 
mate and administrative expenditure was 1,112 million 
yuan, 45.5% of the budget estimate. 


1953 Investments 


The State Economic Commission in Peking announced 
that investment in capital construction next year will be 
slightly more than this year. Investment in agriculture, 
electric power and industries producing fuels and construc- 
tion materials will also be increased, while capital construc- 
tion in machine building and the textile industries will 
be cut. Investment in agricultural capital construction in 
1958 will be 33.1% above this year. To accelerate agricul- 


tural growth, investment in industries directly related to 
agriculture will also be increased. The Commission also 
outlined following major economic tasks for 1958: (1) 
development of industries producing fuels and construction 
materials; (2) continuation of the policy of coordinating 
large, medium and small enterprises and the full use of 
small industrial undertakings and handicrafts; building of 
a number of medium and small coal mining, chemical and 
metallurgical enterprises and water works by local authori- 
ties; (8) provision of adequate railway transport; (4) 
strengthening foreign trade to help industrial and agricul- 
tural production and the people’s needs; (5) continuation 
of cuts in military and administrative expenditures and in 
non-productive construction. 


At present, the growth in the production of consumer 
goods is relatively slower than the requirements resulting 
from the gradual rise in the living standards of the people, 
and in particular that of agriculture slower than the re- 
quirements due to the advance of the whole national 
economy. The development of industries producing ‘fuels 
and construction materials is relatively slower than growth 
in the needs of the manufacturing industries. 


Floods 


The level of the Sungari River is rising. Many dyke 
breaches along the river above Harbin have been reported. 
At Harbin, the 130-kilometre main dykes protecting the 
city are being raised in a race with the rising waters. 
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In Shantung, the overflowing Yi and Shu rivers flooded an 
area of 1,100,000 hectares of land. About a million people 
are affected; 557 are known to be drowned. The Yi and 
and Shu rivers suffered terrible floods successively during 
1939/49. By 1952, two new outlets to the sea were cut 
for these rivers, adding greatly to their capacity. The Yi 
River was given a new capacity of over 10.000 cubic metres 
of water per second, equal to the highest flow ever known 
there at that time. But the exceptional rainfall this year 
brought the flow to 15,500 cubic metres per second. The 
main flood area in Honan lies along the Sha River in the 
eastern part of the province. The river’s biggest flow reach- 
ed 10,500 cubic metres per second, more than double the 
river’s capacity. The nearby sections of the Peking-Hankow 
Railway have not been affected because of the water de- 
tention projects built in the neighbourhood during the past 
few years, The affecte acreage in Honan is estimated 
at 1.46 million hectares. A few local rivers to the south, 
in Northern Anhwei, have also overflowed, affecting 340,000 
hectares. 


“Good” Harvests 


Peking reported recently that good winter wheat crops 
had been harvested in Shantung ani Shensi. Output is esti- 
mated at 3.55 million tons in coastal Shantung along Yellow 
River’s lower reaches, and about 2.17 million tons in Shensi 
upstream in the middle reaches. These yields are a little 
less than last year’s records. In nearby Honan along the 
same river the crop will be roughly the same as last vear. 
Good wheat harvests were reported earlier from Anhwei and 
Kiangsu (2 m. and 19.5 m. tons respectively) in the Huai 
River basin. Reports from Hupeh along the Yangtze show 
that the wheat output there is expected to reach 1.19 
million tons. 

Kwangtung is reaping an early rice crop which will 
exceed 3.5 million tons, 100,000 tons above last year, though 
the province suffered from the heaviest rainfall of many 
years during the past months. Kwanegtung’s early-rice 
acreage is the biggest in China. Good harvests of early 
rice are also reported in the Yangtze River valley. A 10% 
increase is expected on the 227,000 hectares of land planted 
to early rice in Hupeh. 

Anhwei produced 15% more tea for export this Spring 
than last. Government purchasing department has collected 
5,750 tons of spring tea for export. Altogether 9.400 tons 
of black and green tea are expected to be exported from 
this ‘major tea-growing province this year. 

This year’s cotton output is expected to exceed last 
year’s 1.46, million tons, according to the Ministry of Agri- 
culture. A higher per-hectare yield has been registered in 
most major cotton-growing provinces. Szechuan, which 
harvests earlier, shows a 5% increase and Hopei expects 
a yield of 7.5 kilogrammes per-hectare more than in the 
bumper harvest year of 1955. 

The number of pigs reared in China reached the re- 
cord total of 114 million by the end of last June. This 
is 12.31 million more than the previous highest record re- 
gistered in 1954, and is 3.66% higher than the planned 
figure for 1957. 

According to Peking’s Minister of the Food Industry, 
the Ministry of Agriculture failed to reach the planned 
targets for peanuts, rape-seed or sesame since 1954 and 
for sugar beet and sugar cane in the last two years. Some 
industrial crops had also shown a drop in quality, he cri- 
ticised. 


Industrial Output 


China’s total industrial output in the first half of this 
year was 10.8% more in terms of value than for the same 
period last year, the State Statistical Bureau announced 
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recently. The planned 1957 total industrial output was 
fulfilled by 49.6% in value by June 30. Steel output reach- 
ed 2.49 million tons in both central and local plants. This 
is 24% greater than in the same period last year. Output 
of rolled steel increased by 41% and pig iron by 546,000 
tons. The output increases of other major products as com- 
pared with the same period of last year are as follows: 
coal, 7 million tons; crude oil, 93,000 tons; cement, 288,000; 
paper, 30%; machine tools, 15%; power generators, 22%; 
and electric motors, 20%. 

China will produce twice as much salt this year as in 
1953, according to the Salt Industry Bureau. This year’s 
output will be 7.16 million tons. New drying grounds for 
brine are being built and existing ones expanded in Liaoning, 
Hopei, Shantung, north of the Huai River and other places, 
to double the present output in five years. The bureau 
announced that deposits in Chinghai would be enough to 
supply China’s present population with salt for 6,000 years. 

Penicillin output reached 9,000 billion international 
units in the first six months this year, 8% above the semi- 
annual target, according to the Pharmaceutical Industry 
Administrative Bureau. Production of syntomycin amount- 
ed to 7,000 kilogrammes and of sulpha-drugs 803,000 kilo- 
grammes, both well above the half-yearly targets. Com- 
pared with the same period last year, penicillin was up by 
57.8%, syntomycin 65% and sulpha-drugs 28%. Ephedrine, 
glucose, liquorice extract and other pharmaceuticals are 
being exported to SE Asia. 

Borax output this year will treble last year’s, accord- 
ing to the Ministry of the Chemical Industry. China is 
expected to turn out enough borax and boric acid to meet 
her own needs by next year. There are extensive deposits 
of natural borax and borates in Tibet, Liaoning, Szechwan 
and Chinghai. The rich natural borax deposits of Tibet 
are being mined on a small scale because transport is lack- 
ing at present. 

China’s cotton yarn output had almost trebled in the 
past seven years, claimed Peking’s Textile Minister. Total 
output amounted to 5.24 million bales last year’ as against 
1.8 million in 1949. Output of woollens, silks and gunny 
bags last year reached or exceeded the targets set for 1957. 
During the first five-year plan period, China built 44 new 
new cotton textile mills with 2.4 million spindles, four 
dyeing plants, three woollen textile mills, one woollen knit- 
wear plant, one cotton knitwear ;lant, seven silk textile 
mills, six linen textile mills and two synthetic textile mills. 

In spite of these increases, Peking last month cut the 
cloth ration for the coming year to 16-18 chih per person 
(one chih equals 14.1 inches), that is 2.6-4.6 chih less than 
last year. The cut is relatively bigger in the cities, where the 
ration standards are higher, than in the rural areas. On 
the average the cut for peasants is over one chih. The 
cut in cloth ration, according to the State Council, was 
due to the estimated reduction this year in the cotton out- 
put following a contraction in the cotton acreage in favour 
of an expansion in grain. Cotton output this year is 
expected to be 1.85 million to 1.4 million tons given normal 
conditions, or 1.5 million tons if the harvest is good. 


New Factories 


Five new cotton mills with a total number of 390,000 
spindles and 16,000 automatic looms have gone into opera- 
tion in China since the beginning of this year. In Antung 
(Liaoning), a synthetic fibre factory, the only one in China, 
went into trial operation recently. The factory has a daily 
production capacity of 12 tons of rayon. Its raw material 
includes timber from the Changpai and Khingan mountains 
in Liaoning and neighboring provinces. The factory was 
first built by the Japanese in 1939 but destroyed at the 
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end of the War. Two more synthetic fibre plants are due 
to be built with the aid of the German Democratic Republic. 
One will be located in Peking and the other in Paoting, 
capital of Hopei. 


In Canton, a new perfumery factory recently started 
partial operation. After reaching full operation in 1959, 
the factory is expected to produce annually one ton of 
fragrant essential oils extracted from natural flowers—such 
as the Arabian jasmine, rose and magnolias which are cul- 
tivated in profusion in the warm sub-tropical area of 
Canton. New factories under construction in Canton in- 
clude a ramie mill of 20,000 spindles, a sugar refinery of 
43,000-ton annual capacity and ‘a big fruit and vegetable 
cannery. 

A new printing and dyeing mill is under construction 
in Shihkiachwang. Expected to be completed in the third 
quarter of next year, it will process three million bolts of 
various types of cloth annually. All the mill’s equipment 
will be made in China. The printing and dyeing mill, to- 
gether with two existing spinning and weaving mills and 
another two now under construction, will form a cotton 
textile complex in this important North China cotton grow- 
ing district. 

Work started recently on the first blast furnace for 
the new steel works to be built in Wuhan. This blast 
furnace is scheduled to go into production by the end of 
next year. The Wuhan integrated iron and steel works with 
a projected annual capacity of one and a half million tons 
of steel will become China’s second major steel centre by 
1961. In Anshan the complex plant now under instruction 
will turn out enough sintered iron ore for making 1.5 mil- 
lion tons of pig iron annually. The construction of the 
plant will be carried out in stages and this is the capacity 
at the completion of the first stage by the end of next 
year. This project, the biggest so far for the Anshan 
steel centre, will include an ore breaking workshop, an ore 
boat screening workshop and a sintering plant. It was 
designed by Chinese engineers and will be equipped with 
Chinese machinery, according to Peking reports. 
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The first stage of construction of a locomotive 
plant in Tatung in Northern Shansi is scheduled for 1960 
completion. It will then have an annual capacity of 400 
locomotives. A passenger carriage plant is being built in 
the outskirts of Changchun. Scheduled for completion in 
1959, the plant will produce de luxe and ordinary sleeping- 
ears for long distance journeys at the rate of one car in 
five hours. 

In Loyang, a ball-bearing plant was recently put into 
trial operation. This year the plant will turn out several 
hundred thousand sets of ball-bearings for the manufacture 
of motor cars, steam ships, tractors and other .machine- 
building industries. Other major projects being built in 
Loyang include a tractor plant, a cement plant with an 
annual production capacity of 450,000 tons and a mining 
machinery plant. 

The first plant manufacturing medium and high pres- 
sure boilers built in the first five-year plan period in Harbin 
was completed recently. ~ Built with Soviet aid, the Harbin 
Boiler Plant, in combination with the steam turbine 
generator and power equipment plants here, will produce 
whole sets of generating equipment for electric power 
stations. At present, its annual output will be enough to 
equip a 600,000-kilowatt power plant. By the end of its 
second stage of construction, the capacity will be doubled. 

A phosphate fertiliser plant with an annual output of 
200,000 tons has gone into operation in Kunyang County 
in Yunnan. The reserves of the Kunyang phosphate mine 
are estimated at 2,000 million tons. 

A new creamery in Northwest China went into opera- 
tion recently in the southern part of Kansu inhabited by 
Tibetan people. Located in a livestock breeding region, 
the creamery will produce 8,800 pounds of milk powder and 
6,600 pounds of butter daily. This is one of the 
four big new creameries to be put into commission this 
year. Equipped with automatic machinery, they have a 
combined output capacity of 15 million pounds of milk 
powder annually. The other three creameries are located 
in Heilungkiang and Inner Mongolia. 


TAIWAN’S TEA EXPORT AND ITS FUTURE PROSPECT 


Tea is one of the essential Taiwan products exported 
abroad. It.has an international market for over eighty 
years and the kinds of tea constituting the major portion 
of exports are Black tea, Green tea, Pouchong tea and 
Oolong tea. There are also other kinds known as ‘“‘supple- 
mentary” teas, including broken tea, fanning, broken leaf, 


tea dust and coarse tea, and the exported quantities of these 
“supplementary” teas are rather considerable, amounting to 
several million kilograms, not less than those of Black and 
Green teas. Tea for export must be submitted to the in- 
«Spection of the Harbour Inspection Office and its standard 
for inspection is given below :— ; 


; ; Ash Dust Stalk & Coloring 
Name Quality Moisture Percentage Percentage Mixed Matters 
Oolong Not below Not exceeding Not exceeding Not over Not exceeding No 
standardized 6% 6% 3% 3.5% coloring 
tea 
Black ditto Not exceeding ditto ditto ditto — 
71% 
Green ditto ditto ditto ditto ditto No coloring, 
except export 
; ; ’ to North Africa 
Pouchong ditto ditto ditto ditto ditto ‘No 
' ! ‘ coloring 
Jasmine ditto Not exceeding ditto ditto ditto ditto 
Pouchong 8% 
Others No mouldy ditto Not exceeding — — ditto 
odour or any 8% 
flavour of 


mildew 
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In recent years, due to natural calamities and fluctua- 
tions of international tea prices, the export of tea from 
Taiwan has become quite abnormal; this may be analyzed 
as follows:— 


1. General Condition of Tea Export in Past Years 


From the year 1940 to the present, tea export of 1954 
is the most considerable on record, totalling some 14,000,000 
kilograms. The rise of coffee price in that year, the in- 
crease of tea production cost and the increase of inter- 
national tea prices have brought about the lucrative export- 
ing market, with the earning of US$9,400,000 in foreign 
exchange which showed an increase of 320% over the re- 
ceipt of 1950 when an amount of US$2,900,000 only was 
netted. Of quantities exported, that for 1950 was 6,800,000 
kilos; thereafter, an increase was registered every year 
until 1954, when its export reached 216% of that of 1950. 
In 1955, tea export dipped to just slightly higher than 
that of 1950. The export in 1956 aggregated 10,600,000 
kilos recording an increase of 155% from 1950 in compari- 
son. The following table gives the quantities of tea ex- 
ported and receipts of the past seven years:— 


Amount of 
Year Quantity Receipt 
(Kilo) (U.S.$) 
1950 6,856,491 2,962,664 
1951 . 11,134,114 6,607,419 
1952 . 9,479,329 5,745,270 
1953 10,421,350 6,840,132 
1954 . 14,868,184 9,469,012 
1955 . 1,883,951 5,593,887 
1956 10,633,640 5,050,904 


2. Comparison of Exported Quantities of 
Varoius Kinds of Teas 


Among the various kinds of teas exported to foreign 
countries, the quantity of “supplementary” teas is quite 
enormous (this represents tea by-products or low-grade teas 
and cannot of course be viewed in the same light as tea 
proper). Besides low-grade teas, the export of Black tea 
in recent years is the highest, following by Green tea and 
Pouchong tea. The exvort of Oolong tea in recent years 
fluctuates between 150,000 kilos and 250,000 kilos far behind 
the exports of 5 to 6 million kilos in early years. The 
following table shows the annual quantities of various kinds 
of teas exported for the past seven years:— 
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areas such as the U.S., Canada, Great Britain, the Nether- 
lands, Africa, Hongkong, Germany, the Ryukyus, Japan, 
Singapore, Thailand, Denmark, etc. 


An analysis of the areas will reveal the following three 
conditions :— 


(1) The newly-developed markets are Greece, Amman, 
Malta, Switzerland, Honduras, Korea, Panama, Guiana, 
and Pakistan; in 1956 Taiwan teas exported to these areas 
are recorded at a total of over 70,000 kilos. 


(2) Areas to which the quantity of tea exports has 
been increased are Canada, the U.S., Chile, the Netherlands, 
Germany, North Africa, Thailand, the Ryukyus, Aden, 
, Indochina, France, Arabia and the Philippines; the total in- 
crease in quantity last year was over 3,800,000 kilos. 


(3) Areas to which the quantity of tea exports has 
been decreased are Great Britain, Hongkong, Japan, Singa- 
pore, Malaya, Denmark, Lebanon, Syria, Trans Jordan, 
Ethiopia, Australia and Iran with a total decline of over 
1,000,000 kilos, 


4. Relations Between Taiwan Tea and the 
Quantity of World Tea Production 


The annual production of Taiwan tea is approximately 
16,000,000 kilos, far below those of the world’s principal 
producing countries of India and Ceylon. As the quantity 
of export from Taiwan is limited, it cannot affect the 
world tea market. This is why even up to now there is 
still no position for Taiwan tea in the London tea market. 
In spite of the fact that in recent decades the export of 
Taiwan tea has been spreading all over the worl, the ex- 
ported quantity is only about 2% to 3% of the total world 
production. Tea production is closely related with tea 
price; if the producing quantity is large and the supply 
vis-a-vis the demand is out of proportion, its price will 
ineline to fall as in the case of the slump of prige in 1952 
caused by over-production in India and Ceylon. In 1955, 
aroused by the raising trend of tea price in 1954 in the 
international market, production in North-East India, South 
India and Ceylon all increased to a certain extent, except 
in Pakistan and Indonesia where due to weather conditions 
reduction in production occurred. During the past three 
years, production of 1955 was the highest and that of 1954, 
the lowest, as shown in the following :— 


Unit: Kilogram 


Kind of Teas 1950 1951 1952 1953 1954 1955 1956 
123 EY) ic apes ae es 4,206,922 4,796,164 406,027 1,289,862 5,021,673 2,740,320 2,743,975 
Green™ (eae oe. 2 640,112 2,882,017 6,149,759 4,835,176 2,318,025 822,313 2,291,790 
ouchong ™...0ne 772,132 1,432,582 1,442,582 1,585,707 1,316,671 1,538,322 1,533,348 
Oclonges aks oun! 241,350 224,634 72.916 161,831 245,108 147,641 247,424 
Others” Male eS 995,975 1,799,187 1,408,045 1,548,774 5,966,707 2,633,345 3,815,101 
3. Analysis of Markets for Taiwan Tea 
Country 1954 1955 1956 Remarks 
Although the quantity of Taiwan Tea exported abroad No;th-Rast India 233.4 242.2 244.0 Unit: 1,000,000 
is not so great as those exported from India and Ceylon, it kilos. 
covers places all over the world. If we make an analysis South India 53.4 55.1 52.8 Reckoned up to 
by kind of tea and buyer countries, we find that Black tea 2 Nov. 
is mostly exported to the U.S., Chile, Great Britain, the Ceylon 151.4 158.5 154.4 
Netherlands, Germany, Australia, Japan and Hongkong; Pakistan 24.8 23.9 26.6 
Green tea, to Africa, the Ryukyus, the Netherlands, Den- Indonesia 38.8 36.4 34.8 Reckoned up to 
mark, and Germany with Africa as the principal market; : Oct. 
Pouchong tea, to Hongkong, the Ryukyus, Japan, the U.S., Total 499.4 516% 512.6 


Thailand, Singapore,”Malaya and Indochina; Oolong tea, 
to the U.S., Great Britain, the Netherlands, Germany and 
Hongkong, and “supplementary” teas, to more extensive 


According to the above table and on the basis of the. 
production of 99,000,000 kilos of 1954, the increased world 
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production in 1955 is over 17,000,000 kilos while in 1956, 
only over 4,000,000; and, as far as quantity goes, it has 
rather little effect on the export of Taiwan tea. Even if 
there should be some influence, it would be on black tea 
only. Because India and Ceylon produce only black tea 
whereas in Taiwan, besides black ted, green, Pouchong and 
Oolong teas are also produced. In recent years, only the 
dumping and lowering of tea price by the mainland Com- 
munists has brought about some bad effects on Taiwan tea. 
Taking for instance, the tea consumption in North Africa 
during July and August 1956, of the 920,000 kilos imported 
in July, Taiwan tea shared 70,000 kilos, Japanese tea, 
46,000 kilos and Mainland tea, 800,000 kilos. Of the 
1,030,000 kilos imported in August, Taiwan tea shared only 
19,000 kilos, Japanese tea, 27,000 kilos while Mainland tea, 
980,000 kilos. North Africa is the principal market for 
green tea, the quantity of which exported thereto from 
Taiwan exceeds 2,000,000 kilos; as the sale of Japanese 
green tea in that area is limited, it cannot affect much 
the consumption of Taiwan green tea. Nevertheless, the 
struggle for North African market is very important, 
especially in view of the fact that green tea has a peculiar 
significance in our economic warfare against the Com- 
munists. 


Furthermore, the increase and decrease in the capacity 
of tea consumption has also a close relation with its pro- 
duction. The-chief tea consuming countries are Great Bri- 
tain, the U.S., Australia, Canada, Africa and French 
Morocco, with Great Britain topping the list and having 
great influence over the international tea market. In the 
recent three years the quantity of tea imported by Great 
Britain was the largest in 1954, over 246,000,000 kilos, 
which dropped to 226,000,000 kilos in 1955 but increased 
to 233,000,000 kilos in 1956. Great Britain registered its 
biggest tea importation in 1954 which synchronized with the 
most prosperous year for the world tea business, while the 
importation was decreased by 20,000,000 kilos in 1955—a 
year of decline in the world tea business. Although the 
import of last year had shown an increase of 7,000,000 
kilos as compared with 1955, the international market price 
was already raised from US$0.59 to US$0.82; it is evident 
that the increase or decrease of Britain’s tea import has 
a very close relation with the rise or fall of the interna- 
tional tea price. 


In February last year Great Britain had a stock of 
30,000,000 kilos of tea which was increased further to 
44,000,000 in the same month of this year. In spite of this 
increased stock, there has been a comparative increase in 
the people’s income in the tea consuming countries such as 
Great Britain, the U.S., Australia and Canada and there 
has been a change in the consumption of tea from low-grade 
to high-grade with the amount of consumption also in- 
creased. This being the case, if we can follow the world 
tendency for better-quality tea, our tea export may in all 
probability become much more prosperous than before. 


5. Some Problems of Present Tea Business 


(1) Production and Manufacture: The production of 
Taiwan tea in 1956 was originally set at 13,000,000 kilos, 
but owing to the drop of price in the first half year to 60 
cents a Taiwan catty for fresh tea leaves in both the 
spring and summer seasons, many tea farmers ceased pick- 
ing or plucking, thus causing the decline in production. 
However, the total production in that year still ran up to 
12,000,000 kilos—a contrast to the years 1954 and 1955 
when the production was adversely affected by bad climatic 
conditions, and competitive purchase of fresh tea leaves by 
factories caused farmers to pick these leaves at random 
without discrimination and the quality deteriorated in con- 
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sequence. The resultant fall in prices, however, was check- 
ed by Government action in placing a floor price of 85 
cents per Taiwan catty fresh tea leaves, Central Trust of 
China was authorised to buy 1,000,000 kilos in order to 
maintain this price. 


On the techniques of manufacture, the new CTC model 
machine ‘has been in use in India, Ceylon and Japan, 
while in Taiwan we still follow the old method. At present, 
the world tendency of tea drinking has reverted from its 
many aspects to its strong or insipid taste and light or 
thick colour only. Last year a few factories in Taiwan 
did try to adopt the CTC method, but in the opinion of 
the American tea merchants, the quality of our tea is still 
behind that of India or Ceylon. Improvement of our pro- 
ducts is therefore of extreme urgency. 

Regarding tea factories in Taiwan, except a few well- 
planned ones, most of them are still modelled after the 
family handicraft pattern of many decades ago. According 
to Taiwan Tea Exporting Guild there are 352 factories for 
raw tea and 21 for refined tea. Based on 12,000,000 kilos 
of tea manufactured last year, each factory could only 
make an average of 32,000 kilos a year, while their potential 
manufacturing capacity exceeds. the supply of fresh tea 
leaves considerably. There being too many factories and 
competition among them being keen, tea manufacture leaves 
much to be desired and there is plenty of room for improve- 
ment. 


(2) Specifications: Specifications of exported goods 
have a very important bearing on international reputation. 
Fixed specifications would enable dealings at any time, with- 
out which there would be complications, thus hindering trade. 
Since tea factories are differently equipped and their pro- 
ducts are not uniform in quality, no time should be lost 
in setting various fixed specifications in order to prevent 
unscrupulous merchants to substitute or mix good-quality 
tea with inferior kinds. Many cases of tea export have 
failed on account of the malpractices of exporters, and it 
is therefore deemed important and urgent that fixed speci- 
fications of exported tea should be established for obser- 
vance to ensure the good quality of all teas exported. 

(3) Cost of Production: The cost of production has 
a very close relation with sales abroad. If the cost is too 
high, it would be hardly possible to export but if it is too 
low, it would affect the livelihood of the tea farmers. The 
present international tea price, though not encouraging, is 
still higher than that of the same period of last year, i.e., 
about 22.6% better at the end of last February. Just now 
before the advent of the tea season, there has been no 
market for fresh tea leaves yet, but for the purpose of 
raising the quality of tea, it is advisable to fix the price of 
fresh tea leaves at about NT$1.60 per kilo. For 100 kilos 
of crude tea, it requires 400 kilos of fresh tea leaves. to 
make, costing about NT$650, to which should be added the 
costs of labour for manufacture, transportation, refining 
and packing as well as harbour dues, business tax and ad- 
ministrative expenses, aggregating about NT$1,100. Com- 
puted at the basic export FOP price for black tea of US$0.21 
per lb., it might be sold at US$0.463 per kilo; thus for 100 
kilos the total receipts including 80% of exchange certifi- 
cate rate would come to NT$1,200 odd, and there leaves 
a gross profit of 7%. In view of the present condition 
of world market, it is considered the best fresh tea leaves 
should be fixed at NT$1.60 per kilo and the cost of manu- 
facture also proportionally raised. At the present world 
price for black tea of US$0.65 per lb. and under the exist- 
ing measures governing export abroad, our tea exported 
would experience difficulties of high cost of production and 
low tea price; therefore, in the spring and summer seasons, 
it 1s essential to have close coordination on our production, 
manufacture and exportation, so that a fair and reasonable 
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price of fresh tea leaves may be fixed to suit the world 
market. We must not strive against one another in the 
collection of fresh tea leaves nor should we struggle for 
precedence in our export, nor should we lower the price 
at will in foreign markets. If we could abide by these prin- 
ciples, our tea export, no matter how difficult it’ may be, 
cannot be entirely non-lucrative. 

To reduce the cost of production we have to pay at- 
tention to these points, viz.. the source of supply of raw 
material, wastage in manufacture, packing, administrative 
expenses, tax, transportation, inspection fee. etc. Among 
these items, with the exception of wastage in manufacture 
and administrative expenses (including interest) that can 
be controlled and curtailed, there is no way of reducing the 
others. India and Ceylon are bending their efforts in im- 
proving the tea quality and lessening wastage in manufac- 
ture by using the CTC machine. As good-quality tea can 
be sold at high price, it is worthwhile for our manufacturers 
to change their pattern. 


(4) Propaganda: In the past, very little attention 
was paid to advertising of our tea export. Taking the 
example of the export of Oolong tea, the exporting quantity 
had reached as much as 5,000,000 kilos a year in the past, 
which has recently dropped considerably; for last year only 
200,000 kilos were exported. The principal reason for this 
setback is the lack of proper propaganda, without which 
there would be no way to gain access to new market and 
the market already obtained would also be untenable. In 
last October when overseas Chinese gathered together in 
Taipei for a conference, one of the delegates pointed out 
the imperative necessity of strengthening advertising for 
the expansion of our tea export. However, for propaganda 
abroad it would entail enormous amount of expenses, and 
it is considered more expedient to strengthen the original 
organization of the Joint Tea Corporation to carry out the 
propaganda work by a joint. and uniform effort. 


(5) Exportation: Tea export has been hitherto 
carried out by private operators, numbering more than 
100 private concerns; and even some foreign merchants have 
participated in this export trade. Among them, however, 
there has been an obvious lack of coordination. A few 
years ago there had been organised a Joint Tea Corpora- 
tion, but the participants therein were very few. There 
was also a proposal for the establishment of a tea market 
which never materialized. The absence of such a public 
organ has rendered it impossible to fix an uniform unit 
price of tea tor in ernal consumption, an‘. as for exporta- 
tion, exporters fix their own prices and even lower the prices 
in order to contest with their fellow exporters, thus suffer- 
ing damaging results in the world market. 


Tea being a special kind of industry, there should be 
continual study and improvement in its method of manu- 
facture. It is also a seasonable commodity, and, in order 
to cope with the trade control of foreign countries, it must 
be made to coordinate with the various seasons and the 
time for exchange allocations in foreign countries. Dealers 
in tea, therefore, should be well conversant with the world 
market as well as the international demand and supply, and 
above all should seize the opportune moment and act wisely. 


In connection with tea export, there are four important 
points worthy of being, mentioned here:— 


(1) The Export Floor Price. To guard against tax 
evasion, the Government has fixed a floor price for tea 
export which is flexible and changeable to conform to the 
fluctuations of the international market. However, when 
the world market fluctuates too frequently, there leaves 
little or no time for readjusting the fixed floor price; and 
when in the event a rise in the world market price with 
the export price remaining low, it would be a good chance 
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for exporters to make money. On _ the contrary, if the 
world market price.drops and the home price is still high, 
exporters would naturally suffer losses. In the latter case, 
they will have to demand a revision of the floor price, 
otherwise, there would be no way for them to export. 
During the first half of last year, we experienced sluggish- 
ness in tea export and, for purposes of encouragement, the 
Government adjusted the floor price seven times. In 
August of the same year it was announced that even. if 
the export price quoted by tea dealers is 20% lower than 
the fixed floor price, exportation would still be allowed as 
a provisional measure; and under such temporary arrange- 
ment a quantity of 1,600,000 kilos of tea was exported. 
Since Taiwan holds no independent position in the world 
market, the floor price should be so adjusted as to suit 
the rise and fall of prices in the foreign market. 


(2) The sale and collateralization of Exchange Certi- 
ficate. At present exchange certificates earned by 
exporters are sold through commercial banks. Such sales 
must coincide with the time of allocation of foreign 
exchange by the controlling authorities; thereby, merchants 
could not, as a rule, dispose of the certificates on hand 
any time when desired to do so. In order to meet their 
needs and to avoid the idleness of funds, therefore, it has 
been authorised that loans up to 80% be made against 
certificates by the bank. Later, it was further increased 
to 80% of the market price of certificates. At the same 
time, the validity of certificates was extended. This mea- 
sure of the Government has facilitated the circulation of 
funds to a very great. 

(3) Capitalisation of Tea Export. For this purpose 
funds are usually required for not less than 4 months, 
which are often obtained from the exorbitant black market, 
thus tending to increase the cost of production. To lessen 
this cost for export, it is considered imperatively necessary 
to grant loans specially designated for aiding tea export. 
Last year the Government had permitted a big loan of 
$12,000,000 for tea export, which, it is regretted, was not 
fully utilised. This year with a view to aiding and in- 
creasing the export of tea, the grant of special loans there- 
fore must be expedited by easing the procedures and lower- 
ing the interest. 


(4). Exploration of New markets and the Increase of 
Shipping Lines. The exploration of new markets and the 
increase of shipping lines are closely related with foreign 
sales. Recently our Government are bending their efforts 
in establishing trade areas in South-East Asia with good 
results, Besides establishing close connections with local 
overseas Chinese merchants by the exportation of salt, 
aluminium sheets and: other daily necessities, attempt is 
being made for the opening of shipping lines to Malaya and 
Singapore for facilitating the shipments of export thereto. 
When the new shipping lines are established, tea can be ex- 
ported to meet the needs of our overseas Chinese in 
those areas. Moreover, if some improved method of sales 
can be devised, the tea exported to those areas can serve 
to defeat the dumping of green teas by Mainland Com- 
munists. 


6. Prospects of Tea Export for the Present Year 


For tea production this year, the Department of Agri- 
culture and Forestry have «lecided to increase the area of 
plantation from 44,000 to 47,500 hectares, and the pro- 
duction of raw tea is aimed at 16,000,000 kilos. Farms for 
raising Assam tea are to be’ enlarged for increasing the 
production of black tea. 90° of raw tea will undergo 
refining process for export. The total cost of tea export 
this year is estimated at US$6,000,000—an _ increase of 
US$950,000 from the figure of last year. If production is 
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not affected by bad weather and other adverse conditions 
and the international tea price not dropping and the tea 
price in the producing areas maintained, the exported 
quantity would, it is estimated, reach 13,000,000 kilos. 
Tea exporters are rather optimistic about this estimation 
and, according to their opinion, if all parties concerned fully 
cooperate with one another, the exporting quantity would 
even exceed the estimated figure, which comprises about 
7,000,000 kilos of Black tea, 4,500 kilos of Green tea, 
1,500,000 kilos of Pouchong and 400,000 kilos of Oolong. 
In the principal tea producing areas such as Taipei, Hsin- 
chu, Taoyuan, Miaoli, Nantou and Taichung, as rainfall 
has been plentiful since the beginning of this year, it is full 
of hope for a good crop; and the quality of fresh tea leaves 
will, it is believed, be much better than last year. 

Tea exports in January and February this year have 
evidently become more active than the same period last year. 
In January 1956, the quantity of tea exported only came 
to 186,000 kilos while in the same period this year it had 
reached as much as 950,000 kilos—an increase of 778,000 
kilos. Likewise, in February last year 349,000 kilos were 
exported while in the same month this year, 760,000 kilos 
—an increase of 447,000 kilos. The reason for the said 
increases is attributed to the comparatively higher world 
market price at present: at the end of January last year, 
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world market price for black tea was quoted at US$0.58 
per lb., but for the same month this year, it rose to US$0.79, 
about 36.4% higher; and similarly in February last year 
the average price was US$0.58 while this year it has been 
quoted at US$0.68—an increase of 28.3%. 


Based upon the conditions of production in the various 
countries and the volume of consumption, the world market 
price of the present year can be regarded as stabilised, and 
if there is no natural calamity and international political 
troubles affecting this trade, the level of last year may still 
be maintained. 


The merchants, being aware of the favourable tendency 
of tea consumers’ taste towards first-rate high-quality tea, 
have urgent producers to pick only one bud with two leaves 
for first-grade tea and one bud with three leaves for second- 
grade tea, and the factories are urged to manufacture high- 
grade tea and not to collect low-grade fresh tea leaves. 
Further, they have been on the alert in fixing the prices of 
various grades of fresh tea leaves. It follows that if they 
can exert their best effort in raising the quality of their 
products and improving their equipment and techniques in 
manufacture, thus establishing the good standard of China 
tea in the world market, the future prospect of tea sales 
abroad will be very promising indeed. 


JAPAN’S TEA EXPORTS 


Africa replaced the United States as the leading market 
for Japanese green tea last year, accounting for 49 per 
cent of Japan’s total tea exports which amounted to 
22,578,568 pounds. This is a little less than the 36,685,500 
pounds sold in the prewar years 1935-6. Tea production, 
on the other hand, totalled 156 million pounds last year as 
against the yearly average of 108,400,000 pounds during 
the seven years from 19385 to 1942. 

Tea is Japan’s major agricultural export product, The 
first shipment abroad was made in 1859 when the port of 
Yokohama was opened to world trade and approximately 
528,000 pounds were exported. Japanese tea soon became, 
along with silk, an outstanding export commodity as its 
excellent quality and fragrance were welcomed by British 
and American consumers. Both production and exports grew 
steadily thereafter. The prewar peak was reached in 1937 
when output totalled 118,800,000 pounds and _ exports 
amounted to 50,400,000 pounds. Green tea comprised the 
bulk of the sales abroad, very little black tea being sold. 

World War II dealt the tea industry a severe blow. 
When exports were resumed in 1946, production was down 
to 47,000,000 pounds and exports to 7,500,000 pounds. In 
the following ten years, however, the Japanese tea industry 

: staged a rapid recovery and in 1956 the tea acreage sur- 
passed by approximately 70 per cent the prewar average for 
the years 1935-6. Volume of exports, both for green and 
black tea, rose to about 38,000,000 pounds which was five 
times greater than in 1946, although only 62 per cent of 
the prewar peak. Domestic consumption of Japanese tea 
is very large accounting for 70-80 per cent of entire annual 
output. Since the industry’s dependence on exports is 20 
to 30 per cent, tea producers endeavor to sell good quality 
products abroad. 


Tea is cultivated in practically all areas of Japan with 
the exception of Hokkaidg. Industrially speaking, however, 
it is close to a primitive industry. The Government and 
private enterprises, therefore, are putting much effort for 


the development of excellent tea fields and the production 
of outstanding black tea. Production in the last three 
years is as shown in Table I below. Fifty to 60 per cent 
of the tea is grown at the foot of Mt. Fuji in Shizuoka 
Prefecture. Most of the tea for foreign consumption is 
produced in this area and close to 99 per cent of the entire 
volume of exports is shipped out from Shimizu harbor in 
this prefecture. Shizuoka Prefecture thus claims to be the 
center of Japan’s tea industry. 


Tea is harvested from May to September, but those 
for export are picked during the second stage, i.e., from 
the middle of June to the middle of August. The following 
types of tea are being produced for export: 


Green Tea Principal Markets 
Pan Fired United States and North Africa 
Natural Leaf FF 
Chun Mee North Africa and Middle East 
Sowmee North Africa 
Gun Powder ” 
Hyson Middle East 
Jin — Middle East and North Africa 
Siftings Europe and North Africa 
Kokei-cha Middle East and North Africa 
Black Tea 
Pekoe North America and Europe 


Broken Pekoe North Africa, North America, Europe 


and South America 

Europe 

Practically all areas (it constitutes the 
major black tea export) 

North America and Europe 

Europe and North America 


Japan’s tea exports began in 1859 and cover approxi- 
mately 2 century. The major prewar export market was 
the United States, but the number gradually expanded to 
30 odd countries. Prior to the last war Japan’s tea exports 
developed steadily, but World War II unfortunately dealt 


Orange Pekoe 
Broken Orange Pekoe 


Broken Tea 
Fannings 
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a terrific blow to its spectacular progress. When trade 
was resumed after the end of the war, it was found that 
Japan had lost much of her prewar markets: 56 per cent 
in North America, 80 per cent in Asia and 95 per cent in 
Europe. For this reason, great changes have occurred in 
Japan’s postwar overseas market structure, but the tea 
industry itself has made a phenomenal recovery. Its ex- 
port performance in the last three years is as shown in 
Table II. 


In 1956, market percentages were as follows: 


Africa 49 per cent 
Europe 18 per cent 
North America  _._...... Came Le per cent 
OCCA la aioe we 0.64 percent 


0.36 per cent 


These figures show that Africa has replaced the United 
States as the leading importer of Japanese green tea. 
Algeria, Morocco and Tunisia have become major consuming 
areas while London and Amsterdam, in Europe, are prin- 
cipal buyers of black tea as before the war. Exports to 
North America are well balanced between black and green 
tea. The biggest customer for green tea in’ Asia is 
Afghanistan. 
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Regarding inspection of exports, the Japanese Govern- 
ment set up a state inspection organ following enactment 
in 1948 of a law regulating export commodities. This body 
carries out strict inspection for quality and packaging. The 
Japanese Tea Exporters Association, composed of tea ex- 
porters, also conducts pre-inspections of its own to cooperate 
with the Government in maintaining the quality of Japanese 
tea sold abroad. 


Table I 
Tea Production Prior to the War and in the Last Three Years 
108,400,000 pounds 


LOSA MG. a6 Ae coc bees 149,500,000 
LOD GUE coi. Siete nett dete 160,000,000 
1 OB Gig teh Saale Wk 156,000,000 


Table II 


Japanese Green Tea Exports in the Last Three Years 
and Their Comparison with Prewar Figures 


Year Green Tea Black Tea Others Total 

1935-6 29,073,292 6,507,677 1,104,531 36,685,500 
G5 4s era 25,505,235 12,276,070 90,540 37,871,845 
1955 ees 20,437,453 11,440,849 75,362 31,953,664 
TRY eta 17,265,944 5,290,126 22,498 22,578,568 


START OF A MALAYAN NAVY 


Bells rang for “Action Stations’ as the destroyer HMS 
Concord cut through a calm sea off Malaya’s west coast. 
Men suddenly appeared, raced along decks and up ladders 
to their respective stations, gun crews closed up, operators 
in the transmitting room leaned over dials and electronic 
equipment as messages crackled over telephones from all 
parts of the ship. On the bridge, eyes accustomed to 
searching the waves and the sky watched and waited for 
the first sign of the “attacking” aircraft. Standing besides 
Commander J. F. Marryat of HMS Concord and _ the 
Royal Naval Liaison Officer in Malaya, Commander J. B. 
Burfield, was Selangor’s Raja Muda out at sea for a day 
with the Royal Navy. The 32-year-old next-in-line to the 
Selangor throne, a State in central Malaya in which the 
Federal capital of Kuala Lumpur is situated, watched with 
interest everything that was happening and which was so 
new to anyone experiencing his first day at sea in a war- 
ship. 


The Raja Muda of Selangor and a contingent of Federa- 
tion Army officers were seeing for themselves how the 
Roya] Navy, and its little sister, the Malayan Royal Navy, 
protect the 1,200 miles of Malayan coastline. But the out- 
ing was serving a dual purpose, too, for it was bringing 
home to the visitors to HMS Concord the fact that now 
that Malaya has achieved independence the Royal Malayan 
Navy will have to take on‘more responsibilities. 


For many years to come it is obvious that Malaya 
will not be able to afford, or have the skilled sailors to 
man, its own destroyers—or even a destroyer. But in 
Britain, this country realises that it has a good friend who 
will help to train Malayans in naval affairs and hand over 
smaller craft to them for coastal duties. 


The visitors to HMS Concord knew that they were 
going to witness a mock air attack by RAF Beaufighters 
and Meteors and that was why all eyes were now scanning 
the horizon for the first sign of an aircraft or the first 


drone of an engine. Ten miles away from the ship, the 
destroyer’s radar equipment picked-up an approaching air- 
craft, roaring through the sky at many hundreds of miles 
an hour. Seconds later the plane was sighted by officers 
and men on the bridge. Bearings of approach by this time 
had been flashed round the ship, guns were trained on the 
“attacking” machines and as the first one came within range 
the ship’s Bofors opened fire. The aerial attack over, 
“stand down” was ordered and the ship’s crew returned to 
their normal duties, but it was not for long before the 
second exercise was launched. This involved firing a salvo 
of live squid bombs (these are bombs which have now re- 
placed depth charges which were used throughout the last 
war to combat submarines) over the bows of the ship and 
to burst several hundred yards ahead. The bombs burst 
underwater throwing upwards a mountainous column of 
water with a thunderous clap. As the water subsided the 
destroyer steamed slowly through the spray, the patch ot 
chemical substance floating on the surface and the few dead 
fish rising from several fathoms down. Finally came the 
third exercise, the firing of a torpedo without its explosive 
warhead. 


Today the Malayan Royal Navy is a tiny force. It 
was raised by the Singapore Government in 1949 but now 
the Federation Government is taking a muych keener in- 
terest in it and in time it will undoubtedly become a most 
effective coastline defensive force, under the watchful and 
guiding hand of the Royal Navy. Said the Federation’s 
Chief Minister, Tengku Abdul Rahman, recently, “Under 
our five-year armed forces development plan, we are not 
only going to expand our Army, now comprising nine 
battalions, but we are going to build-up our own Navy 
and Air Force.” 


It is generally realised by Malayan leaders that the 
more young Malayans can see for themselves the workifgs. 
of Britain’s modern warships, the more interest will be 
stimulated in the ultimate aim of this country having 
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REFLECTIONS ON THE ECONOMY OF HONGKONG 


By E. F. Szczepanik 


I intend to concentrate on three questions which I 
regard as the most vital for the Colony’s economic progress. 
They are: the prospects of entrepot trade, the future of 
our industry and, thirdly, what has been recently defined by 
the government as “the problem of the people.” 


Entrepot Trade: Hongkong was born as a trading cen- 
tre and our numerous entrepot activities are still the main 
source of our income. Our chief recent difficulty in entre- 
pot trading has been the famous embargo. This difficulty 
is now being partly removed by British decision to make 
the Chinese list identical with the Russian list of embargoed 
goods. Will this increase our entrepot trade? In my 
opinion, it will. To what extent? Our exports to China 
could increase by several hundred million dollars per annum, 
provided there is a will, on the part of China, to trade’ with 
Hongkong. This should affect particularly rubber and 
rubber manufactures, petroleum and transport equipment 
and machinery. Some indication of the possible tendencies 
can be obtained from the study of recent changes in 
rubber-goods trade with China. 


After the partial relaxation of embargo on _ rubber 
trade with China in May 1956, Hongkong exports of these 
goods during the period June 1956—May 1957 increased to 
HK$660,000, from HK$300,000 during the period June 55 --- 
May 1956. Relatively speaking, therefore, the increase 
was conspicuous, viz. twofold, but in absolute figures it 
amounted to only about HK$300,000. Moreover, about 
2/3 of our rubber-exports to China in 1956-1957 consisted of 
waste and scrap of rubber tyres and tubes, which are al- 
ready flowing back to Hongkong in the form of new bicycle 
tyres manufactured in China from the scrap sent by us. 


From a talk rendered by Mr. 


Szezepanik before a 
“Rotary” gathering. 


its own naval force able to stand on its own feet. It is 
hoped that at least once a month a party of either Malayan 
Army personnel or Malayan leaders will be able to go to 
sea with the Royal Navy and witness for themselves the 
skill and seamanship which goes into the manning of a 
modern warship. 

Fortunately, Malaya has many fine fishermen, sturdy 
seamen who are able to handle their small craft through 
the many different types of sudden storms which spring-up 
off the coast here. Rarely do they ever lose a boat. It 
is the sons of these fishermen who will be looked upon to 
form the nucleus of Malaya’s Navy, youngsters who have 
been reared by the side of the sea, who have gone deep 
sea fishing with their fathers and who by the time they 
are 16 are well capable of commanding a small craft. They 
will need to be trained, not necessarily so much in seaman- 
ship, but in gunnery, navigation; electronics and communica- 
tions when these young men join up. The more promising 
ones will go to the Royal Naval College at Dartmouth in 
England for courses lasting two and a half years. 


; The big recruiting drive for the expansion of the Royal 
Malayan Navy has not yet begun. It will probably start 
next year and with it will open a new door for the sons 
of, Malay’s 50,000 fishermen. It will provide them with a 
career and for those joining in the early stages the op- 
portunities for promotion will be great. 


During the first half of this year we have imported bicycle 
tyres from China for about % million dollars. 


Trade with China is therefore highly unpredictable, as 
far as both volume and its effects are concerned. One con- 
clusion which we can draw is that it would be wrong to 
direct too much of our efforts and resources to this trade. 
But, secondly, we should bear in mind that Hongkong can 
always be used by China as a convenient “‘samples fair” 
where small purchases can be made and contacts with pro- 
ducers directly established. This would necessitate main- 
tenance of not large but variegated stocks of goods for 
which there is a potential market in China. 


In view of the above, questions may be asked where 
should Hongkong merchants look for markets and for what 
kind of commodities? It is here where, I think, a new line 
of effort should be initiated. I have in mind market re- 
search. So far, our market research was based on tradi- 
tional, experimental basis, relying on information collected 
personally or through relatives and friends. According to 
my knowledge, none of our trading firms has an organised 
market research (lepartment. We need modern market re- 
search, based on scientific methods. Certainly, only very 
few large firms would be prepared to invest capital in this 
type of research. But a solution could be found through 
co-operation which could be organised by various Associa- 
tions of Entrepot Traders, or by the Chambers of Commerce. 
Bulky trade statistics published every month by the De- 
partment of Commerce and Industry are of little use if 
there is nobody to analyse the figures presented in them. 
The same applies to the statistics of our trading partners, 
actual and potential. We need specialists to put on these 
figures and experts to provide us with more figures which, 
however, must be digested and relevant conclusions for 
trading policy should be drawn from them. 


Industry: The need for more organised approach to the 
question of promoting our industry is even more obvious 
than in the case of entrepot trade. Spontaneous growth of 
our manufacturing industry is already receiving world at- 
tention. What is needed to sustain and, if possible, to ac- 
celerate this growth? 


We don’t worry about unskilled labour, which is plenti- 
ful, but there is a shortage of skilled workers. Education 
and training are the obvious remedy and this, I think, is 
so well realized that it hardly needs any special stress on 
my part with perhaps one exception. We don’t have facili- 
ties for training highly skilled technicians and administra- 
tors. The University has no departments of mechanical, 
electrical or chemical engineering and there is no depart- 
ment of law and commerce. This is due, obviously, to the 
lack of funds. It appears to me that money for this pur- 
pose should be found and it is a matter for the whole 
community to be thought over. Without trained engineers 
and business executives no major progress of our industry 
can be visualized and I doubt whether we can rely, to 
sufficient extent, on the use of the necessaty training faci- 
lities in foreign countries. 


No industry can develop without capital. Luckily 
enough, Hongkong has had ample supply of capital in the 
past postwar twelve years. What about the future? Ac- 
cording to my estimate, HK$400—600 million should be 


(Continued on Page 352) 
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Pf 
HONGKONG’S PRINCIPAL IMPORTS IN 1956 
PART VI 
Item, Unit and Country Item, Unit and Country 
from which Imported Quantity H.K.$ from which Imported Quantity H.K.$ 
Cotton fabrics, other than grey Fabrics of wool or fine hair mixed 
pies cned: dete analay tare with other textile fibres Sq. yd. 3,159,388 12,555,700 
printe or otherwise nisnh- United Kin dom 
Scitae ete acs) Sq. yd. 91,930,856 111,752,986 KG bi i ea! 
United Kingdom ................ 1,015,085 8,571,741 Dial ay | eee meee 55,066 205,411 
India 670,801 502,377 WOES rl Neal Mt Seno eee ee ee 54,365 488,222 
Malaya 1,559,307 1,901,596 China tees eee eee 11,710 17,500 
U.S.A 2,988,503 7,940,893 HON O88 ape tese eee eee 2,136 13,200 
China 14,188,599 16,637,621 Jap ATION... nee ee Tee 282,657 1,487,592 
Japan 68,947,316 75,928,195 Mia CAO | Riese sce caeetarasree= 1,500 8,250 
Macao 46,700 47,736 United States Oceania ...... 270 1,536 
United States Oceania 709 4,051 Bel ete Mee eee Oe 22,665 159,726 
Austria 70,976 255,567 YAN COM ie tetas 11,063 84,138 
Belgium 84,786 195,079 Germany (Western) _ ........ 42,034 244,730 
France Sace 74,237 147,249 Ttaly Te ee Ss cca tence 1,892,949 5,932,547 
Germany (Western) 370,225 1,192,518 Nethenlansegseeses ses eeeeeees 38,573 262,115 
[Geckos ee eee Comat 35,530 139,086 Switzerland oo... 4,294 26,835 
Netherlands 152,489 354,584 astern Fuvopemge see. 8,275 18,500 
Switzerland _.... 271,842 1,529,046 European Countries, other 124 1,625 
Eastern Europe _................ 1,453,019 1,402,206 Linen, hemp, jute and ramie 
European Countries, other 732 3,441 fabrics ........ Le Sqityd: 6,032,878 15,647,837 
fabrics, wholly of silk _.. Sq. yd. 6,426,255 24,407,706 Re he Seer aeons eae 
Winitedmkun edo secs cree 8,520 92,827 IG Qo) En Me ee ey eee ree ee 1,370,791 659,923 
LORY PE ak scree a gh a RN hs 11,792 111,279 Malayan vein gos cate eee 17,090 266,113 
[GS /eley  Ualie secs Aspen oe or 456 3,116 MOSS euctce-sepeeeee rere cae 11,161 43,131 
Chitaare eee 5,747,210 21,477,092 CONES ere eee roc ra 159,777 223,227 
CENCE NI" «ees ees BS epee er ences 536,961 1,299,132 Japan 825,177 2,093,352 
Macao ....... 94 514 Austria 467 3,434 
Ph silan dees: Hos oe eee 7,381 128,261 Pel givin gee e-< sso ee 73,535 176,061 
United States Oceania ...... 63 470 Germany (Western) 75 377 
Austria 44 807 Netherlands) <..:.c4:c<:..- 277 1,408 
France 47,075 213,470 DWI EZOT AIC eecee eee 141,560 519,896 
Germany (Western) _........ 1,814 12,538 Eastern Europe .................. 28,889, 40,000 
LEIA se nccxn saSonseci a cecc RPO 54,735 921,455 Fabrics of rayon fibres . Sq. yd 97,060,267 108,885,275 
Switzerland ....-....-ese 10,110 146,745 United Kingdom 1,481,045 2,942,500 
Woollen suitings, tweeds and He Aan mane 37,834 SO, 1Re 
worsteds Sq. yd. 2,018,887 39,171,980 YR 1676980 12°749'123 
United Kingdom _ ................ 1,965,383 27,161,067 Chindwets tee eee 211,876 321,495 
I RSeA en ee ee 2 eo. Sele 2,249 39,018 SAP AN Fee teccre cee sane ae teere ee 82,533,544 79,008,680 
Vapan wed setuisn eet so 896,201 11,302,712 Macao pecmieae. ote | ete ie 2,500 2,370 
United States Oceania ........ 1,182 19,174 United States Oceania 34 115 
PAN CO 5 Wee ee ens ae eee 10,992 173,351 Austria 16,460 25,692 
Germany (Western) _ ........ 3,723 45,159 Belgium 9,608 58,041 
tal yam ieee eer eee 20,318 213,128 France 325,549 1,753,054 
INetherlandsis <..2sc-ces--sss-scceeee: 16,909 201,257 Germany (Western) 901,196 3,107,166 
Eastern Europe 1,930 17,114 ltaly,2 ee 3,763,561 4,680,681 
Netherlands __......... 37,344 176,381 
Fabrics, wholly of wool or fine Switzerland © 222.2:2-2-7 eee 79,177 550,551 
hair (except woollen suit- Eastern Europe ..............-..- 14,965 23,225 
ings, tweeds and worsteds) European Countries, other 5,552 16,216 
Sq. yd. 2,901,962 30,900,365 Fabrics of nylon fibres .. Sq. yd. 6,897,702 17,932,562 . 
United Kingdom _ ................ 1,123,021 12,672,598 United Kingdom _ ................ 16,118 132,274 
Malaya 10,441 94,153 Canada” 2a ts eee eae 15,042 37,076 
U.S.A 5,446 102,516 Malayayeee ss 148,614 377,921 
Japan 1,540,913 15,993,247 i Crees 5.5.3,902 14,304,183 
United States Oceania 55 1,095 JapaNs ke 1,025,185 2,694,472. 
4,935 37,328 Korea, South 2,332 6,500: 
21,965 233,616 United States Oceania 60 510° 
Germany (Western) _ ........ 16,388 206,925 Beloiuiic pect teense 801 1,800 
Ttaly ee. 120,986 940,874 France je 5 Masks 14,031- 95,445 
Netherlands 42,189 463,215 Germany (Western) 76,597 261,284 
Switzerland ...... 7,694 89,599 Cally Pe eee ones ee ee 1,400 8,500 
Eastern Europe 7,929 65,199 Switzerland eo epson 2 eee 1,120 12,597 


344 


Item, Unit and Country 
from which Imported 


synthetic fibres and 
Sq. yd. 


Fabrics of 


spun glass, n.e.s. _ 


United Kingdom 
India 

Malaya 
U.S.A. 


United States Oceania 
Austria 

Belgium 
France 

Germany 
Italy 
Netherlands 
Switzerland 
Eastern Europe 


“(Western) 


Blankets and travelling rugs of 
all materials No. 


United Kingdom 
Australia 
India 

U.S.A. 


Micdle and Near East Coun- 

tries 
SAIPOUMEN ee eee Lame ey Past 
Germany (Western 
VCD A? a ee 2 Re een nee 


Towels, not embroidered .... Doz. 


United Kingdom 
India 


U.S.A, 


Bed linen, table linen and toilet 
linen (including towels), 
embroidered _..... — 


Cement 


United Kingdom 
UsSear 
China 
Formosa 
Cambodia, Laos & Vietnam 
Japan 
Thailand 
Belgium 
Denmark 
France 
Germany (Western) 
Netherlands 


Sheet (window) glass, unworked 
Sq. ft. 


United Kingdom 
China 


Quantity 


30,186,059 


146,581 
42,760 
105,289 
1,068,697 
27,611,479 
4,560 

12 
21,775 
5,092 
11,189 
676,388 
417,835 
52,249 
21,278 
875 


931,264 


23,406 
96 
20,000 
6,719 
405,628 
432,151 
112 


24,685 
1,855 
3,033 

13,579 


989,C28 


2,923 
316 
21,411 
837,090 
110,398 
16,865 
25 


1,952,309 
197 

_ 20 
2,989,343 
98 

3,345 
8,012 
8,282 
2,164 

10 


22,073,763 


108,636 
10,344,260 
7,233,500 
400 
148,586 


H.K.$ 


37,578,241 


438,507 
40,633 
114,665 
3,992,799 
29,496,544 
5,080 

120 
47,477 
10,477 
95,568 
2,227,450 
730,923 
242,846 
132,915 
2,237 


8,867,427 


972,344 
3,993 
51,614 
71,754 
2,436,352 
4,726,281 
5,040 


151,388 
97,326 
93,582 

257,753 


8,135,214 
63,329 
9,063 
466,810 
6,052,436 
1,438,465 
103,970 
114i 


36,140,079 
1,220 
36,129,367 
9,492 


29,536,371 


516,245 
7,361 
11,053,478 
2,460 

115 
17,666,233 
500 

43,330 
112,295 
104,561 
28,593 

600 


6,412,251 


89,053 
2,480,007 
1,880,493 

230 
117,231 


Item, Unit and Country 
from which Imported 


Branc@y' 25.52 eae ee 
Germany (Western) — ........ 
Netherlands) ) oo os eee 


Glats, nie ei Ce eo — 


United Kingdom 


Belgium 
Denmark Be 
Germany (Western) _ ...... 5 
Eastern Europe 


Platinum and other metals of 
platinum group, unworked 
and partly worked —.. — 


United Kingdom 
Australia 
Switzerland 


Jade, uncut ©2228. n _— 


Burma 


India 
Malaya 
South Africa 
U.S.A, 
Central America 
China 
Middle and Near East Coun- 
tries 
Belgium 
Netherlands 
Switzerland 


Jade, cut and polished, unset — 


Ceylon 


Natural pearls, loose or 
porarily strung _............ — 


India 
No 
U.S.A 


Japan 


TWieSye ve oan ee ee 
Cultured pearls, loose or tem- 
Porarily strung _......... — 


Japan 


tries 


Pig iron and sponge iron _... 


United Kingdom 
India 
China’: | oan Sean 2) 
Germany (Western) 
Netherlands 
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Quantity 


11,100 
86,085 
208,500 
3,932,696 


207,902 


189,464 
1,000 


H.K.$ 


10,024 
57,688. 
181,474 
1,596,051 


3,183,966 


714,194 
102,030 
1,049,198 
400,770 
9,188. 
543,722 
7,472 
141,052 
216,340 


1,628,546 


1,044,546 
29,000 
555,000 


1,320,356 
1,320,356 


85,012,658 


9,047,169 
140,157 
5,698,086 
21,523,182 
25,841 
11,000 
2,640,818 


10,925,074 
33,397,043 
1,411,015 
193,273 


4,422,702 


273 
6,900 
4,412,389 
3,140 


383,485 


192,538 
23,260 
59,883 
94,896 

1,808 


11,1006 


1,551,185 


82,906 
1,464,879 


3,400 


4,228,090 


3,856,814 
16,800 
290,776 
16,500 
47,200 
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Item, Unit and Country Item, Unit and Country 
from which Imported Quantity H.K.$ from which Imported Quantity H.K.$ 
Iron and steel joists, girders, Iron and steel bars and rounds 
angles, shapes, sections, in- Cwt. 895,768 32,864,108 
cluding tube rounds and ; . ; : 
squares oR iat 2 Cwt. 198,878 8,006,923 United Kingdom 110,521 4,083,694 
Canada 33 5,070 
United Kingdom ................ 59,543 2,272,669 U.S.A 5,957 160,843 
Malaya 1,000 50,400 China 24,684 939,303 
China 1,191 47,820 aaa Te ee 
ustria 1 1,440 
cee Se eeaea erate Belcttin hee te ae 535,388 19,383,888 
2 ’ Denmark tages: ee. ee 3,151 110,613 
BOM cog Ae Sere 73,291 2,834,247 Frances oct2e Seo ee 33,931 1,246,174 
PAN CC MMe EN ested et 1,882 71,188 Germany (Western)  ........ 20,157 768,676 
Germany (Western)  ........ 8,371 424,451 Gay pests sesseccnesscencesstece ess one-ses 51,800 2,043,180 
Tialy Wide: kote” oo 4,300 174,415 aeelenda ae orn 
Netherlands 5,320 251,505 ERED | Rested eosin es , , 
Seon 1,997 88.456 Eastern Europe — ........::-.-. 21,095 691,714 
Eastern Europe 9,619 324,922 (To be Continued) 


FINANCE & COMMERCE 


HK EXCHANGE MARKETS 


U.S.$ 

T.T. T.T, Notes Notes 

Sept. High Low High Low 
2 $600 5983_ 59935 59716 
3 59942 59819 598 59678 
4 59942 59812 59812 596'2 

5 601h2 60012 60078 59918 

6 601 60014 600 59814 

7 60034 59942 5987, 59744 


D.D. rates: High 59942 Low 59634. 


Trading totals: T.T. US$4,520,000; 
Notes cash US$595,000, forward 
US$2,980,000; D.D. US$535,000. The 
market was rather quiet and fluctua- 
tions small. In the T.T. sector, gold 
imporlers and exchange operators fro- 
vided steady demand and absorbed offers 
from Japan, Korea and the Philippines. 
In the Notes market, speculative buy- 
ing reduced. Interest tor change over 
favoured _ sellers and aggregated 
HK$19.28 per US$1,000. Positions 
taken averaged US$2% million per 
day. The D.D. sector was active with 
remittances from overseas Chinese 
yeaching a record height on account 
of the Mid-Autumn Festival. 


Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.75—1.785, Japan 
0.01415-—0.014, Malaya 1.873—1.871, 
Vietnam 0.06622, Laos 0.07—0.067, 
Cambodia 0.072, Thailand 0.2849. 
Sales: Pesos 420,000, Yen 121 million, 
Malayan $410,000, Piastre 11 million, 
Kip 6 million, Rial 5 million, and Baht 
3 million. There were signs of eager 
selling in Peso; it was reported that 
flight of capital to HK had increased. 
Chinese Exchange: People’s Yuan notes 


quoted HK$1.375—1.32 per Yuan. 
Taiwan Dollar notes quoted HK$0.166— 
0.164 per Dollar, and remittances at 
0.158—0.152. 

Bank Notes: Highest and lowest rates 
per foreign currency unit in HK$: 
England 15.80—15.62, Scotland and 
Treland 14.00, Australia 12.30—12.26, 
New Zealand 14.20, Egypt 11.00— 
10.50, East Africa 14.80—14.70, South 
Africa 15.60—15.55, Jamaica 14.00, 
Fiji 10.00, Malta 12.00, India 1.1765— 
1.176, Pakistan 0.80, Ceylon 0.995, 
Burma 0.52, Malaya  1.834—i.827, 
Canada 6.255—6.235, Cuba 5.50, Argen- 
tina 0.135, Brazil 0.075, Philippines 
1.7775—1.76, Switzerland 1.38, West 
Germany 1.38, Italy 0.0093—0.00925, 
Belgium 0.115, Sweden 1.02, Norway 
0.72, Denmark 0.77, Netherlands 1.54, 
France 0.0129—0.0127, Vietnam 
0.072—-0.069, Laos 0.071—0.066, Cam- 
bodia 0.0725—0.072, North Borneo 
1.60, Indonesia 0.1165—0.112, Thailand 


0.2735—0.271, Macau 1.035—1.025, 
Japan 0.01525—0.01475. 
Gold Market 
Sept. High .945 Low .945 Macau .99 
2 $2611 26025 
3 26048 260!6 
4 2601 25978 Low 270! 
5 26112 26014 
6 262 26034 27114 High 
1 262 26114 
Opening and closing prices were 


261% and 261%, and the highest and 
lowest 262 and 259%. The market was 
quiet but undertone steady. Interest 
for change over favoured sellers ag- 
gregating HK$7.90 per 10 taels of .945 
fine. Business averaged 7,100  taels 
per day and totalled 42,600 taels for 


the week, in which 14,520 taels were 
cash transactions (1,420 taels  lis.ed 
officially and 13,100 taels arranged). 
Positions taken by specxlators averaged 
16,500 taels per day. Imports from 
Macau totalled 12,000 taels. One shiv- 
ment of 42,000 fine ounces reached 
Macau last week. Exports amounted 
to 10,500 taels (7,000 taels to Singa- 
pore, 2,000 taels to Indonesia, and 1,500 
taels to Rangoon), Differences paid 
for local and Macau .99 fine were 
HK$12.70 and 11.80—11.70 respective- 
ly per tael of .945 fine. Cross rates 
were US$37.80—-37.78 per fine ounce; 
56,000 fine ounces contracted at 37.78 
cif Macau. US double eagle old and 
new coins quoted HK$273—272 and 
230—229 respectively per coin, English 
Sovereigns HK€58 per coin, and Mexican 
gold coins HK$280—279 per coin. 
Silver Market: 500 taels of bar silver 
traded at HK$5.80—5.75 per tael and 
500 dollar coins at HK$3.68—3.65 per 
coin. Twenty-cent silver coins quoted 
HK$2.85—2:80 per five coins. 


HK SHARE MARKET 


Transactions last week still averaged 
about half a million dollars every day 
with interest covering most popular 
items. The undertone at the close 
was steady. Docks spurted from $49 
to $51 in a single day and continued 
to advance during the week reaching- 
$54.50, It was rumoured that the 
Company had sold some of its Mong- 
kok property; investors were ex- 
pecting either a bonus issue or a cash 
bonus. Wharves, which gained $6 dur- 
ing the previous week, lost $3 last week 
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after hard bargain between 122b and 
125s. Providents fluctuated between 
$12.30 and $12.10, closed 10c¢ lower 
than previous’ week. 


Yaumatis dipped from $106 to $103 
after Government had announced that 
the feasibility of building a cross- 
harbour bridge linking Kowloon with 
HK was being examined and that land 
in Morrison Hill had been reserved for 
the project. However, at $103 the 
quotation is still higher than _ this 
year’s lowest at $101. tar Ferries 
remained firm at $131 because the 
bridge, if constructed, would not affect 
passenger traffic across the Harbour. 


Cements too registered a sharp drop 
last week from $32.25 to $31.50 chief- 
ly on account of dips in market prices 
for cement under keen competition 
between Japanese and Chinese pro- 
ducts. At $31.50, Cements are now 
at the lowest this year; at present this 
share is actually very attractive be- 
cause dividend at $4 is yielding an 
interest of about 12.7% per annum. 
In view of the fact that supply from 
China could not be kept at a regular 
large volume, prices for cement would 
recover; furthermore demand for 
Green Island products has always ex- 
ceeded output capacity and the Com- 


pany’s earnings this year should re- 
main very satisfactory. 
Hongkong Banks lost another $10; 


the fall was caused by easy trend in 
the London Market. Cotton shares re- 
mained firm while other counters re- 
gistered fractional ups and downs dur- 
ing the week. Turnover amounted to 
$2.9 million (Monday $495,000, Tues- 
day $692,000, Wednesday $444,000, 
Thursday $551,000, Friday $790,000). 


Dividend: The Chartered Bank de- 
clared an interim dividend of 7%% 
actual, subject to income tax (payable 


HONGKONG STOCK EXCHANGE 
IN AUGUST 


The dull and steady market which 
ruled during July continued into 
August with business on a_ restricted 
scale and price changes negligible, ex- 
cept in one or two instances, notably 
Kowloon Wharf shares which register- 
ed a spectacular rise. The announce- 
ment by the Hongkong Land _ Invest- 
ment Co. of an interim dividend of 
$1.20 per share was a pleasant sur- 
prise to investors and resulted in these 
shares being dealt in at slightly better 
rates. Throughout the month there 
appeared to be a steady demand for 
shares but buyers were reluctant to 
raise their bids resulting in few price 
movements. At the close the market 
was steady. 


Banks and Insurances: Demand for 
Hongkong Banks continued and shares 
changed hands at $910, ex capitalisa- 
tion, but this price was not maintain- 
ed. Unions were dealt in at between 
$95 and $90, with a few Lombards 
changing hands at $35, and parcels of 
China Underwriters at $7.30.  Invest- 
ment Companies: Allied, Yangtszes 
and Hongkong & IT'ar Easterns were 
enquired for and a fair number of 
shares were dealt in. Shipping: The 
demand for Wheelocks fell off during 
August, resulting ina slight lowering 
of the rate. A fair number of deals 
in Union Waterboats were reported. 
Docks & Wharves: Trading was on a 
moderate scale with an appreciable rise 
in the price of Kowloon Wharf shares. 
Buyers of Hongkong Docks’ were 
forced to increase their bids. Lands & 
Hotels: Demand for Hongkong Hotels 
was not maintained but Hongkong 
Lands were in demand at fractionally 
better rates than obtained last month. 
Trading in Realties was upon a mode- 
rate scale, but Humphreys came in for 


on September 27). more attention. Public Utilities: De- 
Esti- 
mated 
Annual 
Share Last Week's Rate Up & Down Dividend Yield 
Highest Lowest Closing (%) 
HK Bank 8380 870 870 —$10 $50 5.75 
» Union Ins. 91 90b 91 +$1 $3.40 3.74 
Lombard 34.75 34.25 b 34.75 n +50c $2 5.76 
Wheelock 7.85 7.75 71.75 —Se 7Sc 9.68 
HK Wharf 125 s 122 b 123 —$3 $6 4.88 
HK Dock 54.50 49.50 54 +$5 $2 3.70 
Provident 12.30 12.10 12.10% —l0e $1 8.26 
HK Land 36.50 38.25 36.25 —25e $3.50 9.66 
Realty 1.50 1.475 1,50° firm 15¢ 10.00 
Hotel s 15.50 15.40 15.40 steady $v 6.49 
Trams Seeaabersessasian XD 23.50 XD 23.20 XD 23.20 —20c $1.70 7.33 
Star Ferry 134s 131n 131 n firm $9 6.87 
Yaumati -...W. 106s 106 103 103 —$3 $7.50 7.28 
Bighta ere 18.60 18.80 18.50 18.80 +20¢ $1.10 5.85 
Electric Se ecses 29.20 29,20 29 29 —20c $1.80 6.21 
Telephone 27.70 27.80 27.70 b 27.70 b steady $1.50 5.42 
Cement aecee eae. 32.25 31.50 31.50 —5e $4 12.70 
Dairy Farm 15.60 15.70 15.60 b 15.60 b steady $1.63 10.45 
Watson = 12.60 s 12.60 12.50 12,60 steady $1 7.9% 
Yangtsze =_____. 6.55 s 6.60 s 6.45 n 6.60 s +5e 10c 10.61 
Allied Inv, porn 4.25 s 4.25 s 4.15 4.25 s stead) 25c 5.88 
HK & FE Inv, _ 10.20 s 10.20 s 9.90n 9.90 n steady 80c 8.08 
Amal. Rubber __ 1.475 1.50 1.45 1,50 +212¢ 28c 18.67 
Taxtiien <4 4.475 4.525 4.475 4.50 +242¢ 50c 11.11 
Nanyang -_-----. 9.80 9.85 9.75 b 9.80 firm $1 10.20 
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mand for China Lights and Rights set 
in while Hongkong Electrics showed 
less activity. Dealings in Yaumati 
Ferry shares showed an appreciable in- 
erease but sales of Telephone shares 
sagged _ slightly. Industrials: Only 
moderate trading was reported in this 
group. Stores: Restricted trading in 
Dairy Farms with a greater demand 
for Watsons was reported at prices 
approximating those at the end of 
July. A few parcels of Lane Craw- 
fords changed hands. Miscellaneous: 
Business was negligible in this group, 
with small deals in Vibros reported. 
Cottons: Nanyangs and Textiles were 
active with fairly substantial gains re- 
gistered by Nanyangs. Rubbers: Amal- 
gamated followed by Rubber Trusts 
were again in the lead followed by 
Sungalas at rates influenced by the 
price of Raw Rubber. 

Dividend announcements were made 
by Hongkong Land Investment & 
Agency Co., Ltd., Hongkong Tramways, 
Ltd., Star Ferry Co., Ltd., Hongkong 
Electric Co., Ltd., Amoy Canning Cor- 
poration (H.K.) Ltd., Kwong | Sang 
Hong Ltd., Hongkong Engineering & 
Construction Co., Ltd., and Hongkong 
Realty & Trust Co., Ltd.- 


Business during the month: $13,- 
323,918. Business in 1956: $211,- 
002,275. Business during Jan./Aug. 
1957: $111,304,876. Business in 


August 1956: $22,632,856. 


BUSINESS DURING THE MONTH 


Qty. of 

Shares 

H.K. Govt. Loan Si3% (18) $3,000 
H.K. Bank 992 
Lombard Insurance S44 
Union Insurance foe 2,750 
China Underwriter SS a na 7,000 
Allied Investor eae aed 10,000 
Yangtsze a 4,650 
H.K. & Far East Inv. 4,800 
Union Waterboat 5,250 
Wheelock Marden 120.319 
Wharf Co. 2,040 
Sh. & Hongkew Wh. 1,500 
Cc. Frovident 33,152 
> (Rts) ee tig ass 33,898 

H.K. Dock 5 eee = 6,200 
Shanghai Dock Ss 2.200 
HK. & S. Hotels 20,885 
BS bands Ace 26,192 
Shanghai Land = -_-.-- 11,120 
Humphreys Ss eneeee 10.665 
Realty ite 109 590 
BE. “Svemis 6 22 42 875 
Star Ferry 290 
Yaumati Ferry 6.459 
China Light Es 59.944 
. (Rts.) 15,500 
HR, Masten 38.569 
Macao Electric 875 
Televhone 51.092 
Calareck (Ord.) 200 
Cement 24,500 
Rove 2,200 
Amov Canning 700 
feta] Inauctries 1.100 
Dairy Farm 25.673 
Watson 31.317 
Lare Crawford 2.890 
Sincere 2 580 
China Emporium 338 
Kwong Sang Hong 10 
Vibro Piling 1.375 
Textile ae 47.000 
Nanyang Mill _ 13,000 
Amalgamated Rubber ___.--_ 183,257 
Java-Consolidated 134 
Rubber Trust 58,184 
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SINGAPORE SHARES 


On account of the Merdeka holidays, 
the stock markets during the week 
ended August 30 was quiet. 


A few small selling orders resulted 
in the marking down of a number of 
Singapore Industrials—Firaser & Neave. 
Hammer, Straits Times, United En- 
gineers and Wearne Bros. However, 
both Hume Prefs. anil Malayan Brewe- 
ries reached new heights at A.23/10% 
and £3.85 vespectively and _ closed 
firm. 


Among dollar tins, Rantau fell off 
12% cents with business done to 
¥2.6214 cum 40% and Sungei Way 
were on. offer at $1.75. Petaling 
steadied at $3.25 and Aokam Tin at 
$1.60. 


PBerjuntai closed sellers at 19/- after 
touching 20/- and Kuala Kampar at 
44/6 showed a fall of 2/- from pre- 
vious week. Takuapa Valley had 
business at 17/7%. 


London supplied Kamunting Tin and 
Southern Kinta. Ayer Hitam closed 
buyers at 32/- and Meru Tin had a 
Jarge turnover at just over 2/-. 


Rubber shares had an active week. 
Allenby at $2.10 showed a gain of 25 
cents, Ayer Panas were 15 cents 
higher at $2.20, and Kuniong Rubber 
moved up to $3.15. Rises were fairly 
general until towards the close when 
profit takers appeared. Lonilon regis- 
terei| rubbers had only small ex- 
changes. Ledang Bahru were the most 
active with business down to 3/5 ar- 
rival. 

Loans much 


Business in on a 


reduced scale. 


Was 


WORLD RICE PRODUCTION 
1956/57 


Production of paddy in the 1956- 
1957 season, outside China, is_ esti- 
mated at the high figure of 127,000,000 
tons, of which Asia produced 113,000,- 
000 tons. Indications are that stocks 
in Burma and Thailand will not be 
large at the end of 1957, while a 
smaller crop and large export sales 
have reduced those in the United 
States. 

Total exports of rice in the first half 
of 1957 probably exceed those in the 
same period last year. Shipments from 
Burma reached 1,014,000 tons, an in- 
crease of 125,000 tons, while those 
from Thailand rose by 268,000 tons to 
856,500 tons. Exports from Vietnam 
and Cambodia during the first half year 
totalled 225,000 tons compared with 
48,000 tons shipped in the whole of 
1956. During the first five months of 
this year, consignments from _ the 
United States rose by 289,900 tons to 
435,300 tons. In Italy, however, there 
was a decline of over 85,000 tons in 
the first four months of the year. 


TRADE DEVELOPMENTS 


EXPANSION OF CHINA TRADE 


Competition among Japan, West 
Germany, France and UK in trading 
with China intensified. On August 


22nd, Tokyo finally made public a single 
embargo list for trade with Communist 
countries confirming abolition of the 
so-called China differential. Over 200 
strategic items remain on the embargo 
list including military weapons, atomic 
equipment, specially designed machine 
tools, precision machinery, metals, etc. 
Japan is expecting to expand trade 
with China to US$90 million annually 
each way. The _ fingerprinting issue 
which had held up negotiation of the 
fourth trade agreement between China 
anc Japan was also settled. Tokyo will 
give official status to 4 or 5 Peking re- 
presentatives; they will enjoy diploma- 
tic privileges and so may be exempted 
from fingerprinting. Tokyo however 
restricted that trade missions ex- 
changed should be of private nature 
without diplomatic status but every 
possible facility woul:l be given. Bani 
of Tokyo and People’s Bank of Chinz 
will handle future payments. 


Meanwhile, Peking opened Tsingtao 
to Japanese ships. Shanghai, Tangku, 
Dairen and Chinwangtao are also ac- 
cessible to Japanese ships without ail- 
vance approval as required previously. 


The opening of Tsingtao facilitates 
Japanese export of cement and 
fertilisers to China and in _ return, 


speeds shipment of Chinese iron ore, 
woodoil, leather, etc. to Japan. From 
Japan, Peking bought £80,000 worth of 
fertilizer, tin sheets and radio valves. 
One Japanese firm contracted one mil- 
lion tons of salt from China; shipments 
to be completed within one year. 
Japan’s purchase of Chinese coal and 
iron ore however was still un‘ler nego- 
tiation at monthenid; China officials are 
holding out for higher prices and _ in- 
sisting on a ten-year contract 


Trade between UK and China during 
the first six months this year was only 
slightly better than during the same 
period last year; up from £9.8 million 
to £10.7 million. In fact UK exports 
were less this year than last (£4.7 m. 
down to £4.3 m.); but the increase in 
imports was substantial enough to im- 
prove the total trade value. China 
may buy more from UK during second 
half vear if Chinese technical experts 
now visiting UK find British goods 
better in quality than those of other 
countries. On the other hand, UK 
manufacturers will have to keep prices 
very competitive. 


Peking also sent experts to France tu 
study the possibility of buying French 
hydroelectric equipment. In return, a 
French economic mission headed for 
Peking. The French mission will pre- 
pare the ground for French participa- 
tion in Chinese rail electrification, min- 
ing and hydroelectric schemes. 
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IN| AUGUST 


A West German delegation was also 
on its way to Peking. The group re- 
presents W. German industries but is 
not empowered to make trade contracts, 
W. Germany at present is China's big- 
pest Western trading partner; imports 
from China were valued in 1956 at the 
equivalent of US$53 m and exports $37 
me 


CHINA’S TRADE WITH OTHER 
COUNTRIES 


Peking and Colombo agreed in 
principle “ye renewal of a 5-year trade 
pact; negotiations were continuing. 
The new agreement will include ex- 
change of Chinese coal and light indus- 
trial products against Ceylon coconut 
oil. Under the present agreement 
ending December this year Ceylon 
supplies 50,000 tons of rubber to China 
in exchange for 270,000 tons of rice. 
On August 23rd, Colombo announcer 
that a tax of 15 Ceylon cents per 
pound on all rubber exported to China 
would be dropped. 


With Hungary, China signed a pro- 
tocol on technical cooperation under 
which China will give Hungary techni- 
cal aid in the manufacture of paper, 
paints, ink, lubricating oil, the builiing 
of earthen dams for reservoirs and lay- 
ing of bridge foundations! In return, 
liungary will help China in the manu- 
tacture of broadcasting equipment and 
electric cables, and the dressing of lead 
and zine ores and provide China with 
the necessary data related to agriculture 
and motor vehicles and tractors. 


HK IMPORTS & EXPORTS 


Hongkong’s entrepot trade in August 
remained active but lower than during 
the previous month on account of (1) 
increased volume of direct purchase of 
staples trom China by UK, Europe and 
Japan; (2) more direct import of paper 
ana other srpplies by SE Asia from 
Japan, China, US and other manufac- 
turers; (3) drop in shipment of imetals 
to China because zirices here firmed; 
(4) curtailed purchase of paper, phar- 
maceuticals and other popular com- 
modities from here by SE Asia, Korea 
and Taiwan because quotations for 
many coinmodities in the local market 
pushed too high by a:lvanced replenish- 
ment cost; and (5) reduced imports 
from UK, Japan, etc. Export of cotton 
yarn, cloth, knitwear, plastic products 
and other HK manufactures also met 
stronger selling vesistance in Thai, 
Malayan and Indonesian markets. Con- 
sequently, imports declined to $388.5 m. 
and exports dipped to $209.1 m. from 
July’s $418.3 m. and $240.3 m. respee- 
tively. 


A trade mission from HK to SE Asia 
sponsored by the Chinese General 
Chamber of Commerce will soon visit 
Singapore, Bangkok, Rangoon and Ma- 
laya. Although these countries are 


348 


buying far less from here at present 
compared with last year, they are still 
HK’s principal customers. To cope 
with the intensified competition from 
Japan and China in-SE Asian markets, 
HK exporters and manufacturers must 
review their current trade policies and 
study the requirements of these mar- 
kets more thoroughly; otherwise ex- 
ports to SE Asia will continue to fall. 


Prices for most commodities were 
steady during the month chiefly on ac- 
count of high replenishment cost. On 
the rice market, advanced cost and the 
rumour of a possible curtailment of 
supply from Thailand spurred prices to 
record heights during the first half 
month; price hikes were checked to- 
wards monthend after assurance was 
received from Bangkok that supply 
will not be cut. Local consumption of 
wheat flour increased with the approach 
of the Mid-Autumn Festival (the 15th 
day of the 8th Moon) which falls on 
September 8th. 


HK/China Trade—China kept up a 
steady flow of foodstuffs to the local 
market. There were also consignments 
of drawn lace work, silk piecegoocls, 
embroideries, paper, iron’ wire nails, 
window glass, cement, tea, chemicals, 
sawn timber, woollen piecegoods, wool- 
len knitting yarn, oilseeds and other 
popular staples but quantities insigni- 
ficant. Import of grey cloth and drills 
from China slowed down ;frobably on 
account of shortage on the mainland. 
On: August 19th, Peking announced a 
cut of 4.65 feet in next year’s cotton 
cloth ration to civilians; each person 
will receive 20.65 feet of cloth a year. 


Exports to China included the 76 
trucks recently ordered-by Peking, The 
local agents of Austin Motors which 
sold these trucks got another order 
from Canton for 28 more similar trucks 
plus $75,000 worth of spare parts. 
From local agents of a UK manufac- 
turer, China also ordered $250,000 
worth of tapered roller bearings (13,200 
sets). China also absorbed several lots 
of metals and Pakistan cotton yarn 
from here when quotations were slightly 
below new indents; quantities involved 
however were too significant to stimu- 
late the market. There were also en- 
quiries from China for about 2,500 tons 
of fertilisers but no business concluded, 


HK/Japan Trade—With the excep- 
tion of a ship-load (7,500 tons) of iron 
ore, exports to Japan last month con- 
sisted chiefly of small consignments of 
woodoil, cow hide, oil seers, rosin and 
other staples. Export of scrap iron 
totalled only about 200 tons. The slow- 
down in shipments to Japan resulted 
chiefly from Tokyo’s curtailment of 
purchases from here as well as due to 
the lack of adequate supply of China 
produce in the local market. In addi- 
tion to large imports of scrap iron 
from US, Japan also contracted to im- 
port 1.3 million tons of iron ore from 
India during the 12-month period end- 
ing June 1958. 


Meanwhile, smuggling of 
from here to Japan again 


watches 
attracted 


world-wide attention when Tokyo Police 
last month arrested four Japanese 
suspects who were allegedly involved 
in smuggling 60,000 wrist watches 
(estimated cost US$278,000) from 
HK into Japan since last August. 


Imports from Japan also lower than 
previous month but still amounted to 
about 15,000 tons. Principal items 
were bean oil, cement, rayon and 
cotton textiles, paper, fertiliser, sewing 


machine and seafood. Local dealers 
booked some paper, woollen textiles 
and rayon products from Japan but 
high indents discouraged heavy _ re- 


plenishments. Without improvement in 
demand from SE Asia, dealers here 
will not burden themselves with large 
stocks of Japanese goods; at present 
many indents are higher than local 
market quotations. To promote better 
demand trom local consumers, Japanese 


manufacturers will hold a one-month 
exhibition of their products in HK 
during September/October; exhibits 
will include textiles, sundry articles 
and light machinery. 

HK/UK and HK/Europe Trade— 
Imports trom UK slightly lower than 
in July (down from 25,000 tons to 
22,000 tons). Imports from Europe 
remained at about 10,000 tons. Large 


consignments of UK woollen piecegoods 
arrived during the month reflecting 
steady mail order export of tailor-made 
suits particularly to US. Im the local 
market, Swiss watches, German fishing 
line and automobiles, Italian rayon 
yarn, and French perfumes and wines 
are enjoying very popular demand in 


spite of the keen competition from 
similar US, UK and Japanese pro- 
ducts. 


Exports totalled about 20,000 tons; 
75% went to UK and HK products con- 
stituted the bulk of the tonnage. ° De- 
mand from UK and Europe for produce 
covered chiefly - animal by-products, 
oils and oilseeds which were difficult 
to procure from China. Demand from 
UK for gloves slightly better than dur- 
ing the previous month but still weaker 
than 1956; each order averaged 5,000 
doz pairs as compared with 10,000 to 
20,000 doz pairs per order during 
1955/56. Price per doz pairs also dipped 


from 22d/25d to 20d/22d. Demand 
from UK for cotton textiles however 
remained steady. There were also 


orders for shirts, garments and rubber 
footwear. 


French importers too were interested 
in contacting HK mills to market grey 
cloth‘ in France. Export of HK cloth 
and other manufactures as well as of 
raw silk, vegetable oils and other pro- 
ducts to France will be adversely 
affected not so much by the devaluation 
of france as by the 20% increase in 
duty there on most imports. Demand 
from Sweden and Norway for HK knit- 
wear, shirts, torch and garments im- 
proved but orders were still limited to 
small quantities. To stimulate exports 
to West Germany, HK sent an official 
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delegation to the Frankfurt Interna- 
tional Trade Fair with a large variety 
of HK products. 


HK/US Trade—Export of  fire- 
crackers, Chinese-style foodstuffs, rat- 


tanware, plastic toys, torch, gloves 
cotton textiles, frozen prawns, shirts, 
pyjamas and other wearing apparel 


totalled 9,000 tons. During the month 
orders amounting to US$150,000 for 
silk shirts reached here. There were 
also orders for silk pyjamas, blouse, 
and skirts but quantities involved not 
very substantial. US importers also 
bought Chinese junks from _ here. 
These junks are 25 feet long and 
custom-made in HK under the super- 
vision of an American who has owned 
a similar junk since 1954. 


Imports totalled 6,000 tons; cotton, 
wheat flour, winter wear, fruits, black 
plate, machinery and equipment, lifts 
and automobiles constituted the major 
portion of the tonnage. Exchange rates 
for US dollars in the local market last 
month registered several minor dips 
during which many importers rushed 
to establish L/Cs to cover imports, 
particularly of raw cotton, from US. 
Most firms here now fix the exchange 
rate when L/Cs are established because 
they believe that US dollars are 
steadily going up in spite of periodic 
small dips. For the convenience of local 
businessmen trading with US, American 
Consulate General here opened a com- 
mercial library on .the third floor of 
the new Consulate General building on 
Garden Road. The library contains 
many reference books, catalogues and 
business directories. There are even 
current telephone directories of many 
major cities in US. 


HK/Malaya Trade—Orders from 
Singapore and other Malayan ports 
were mostly for foodstuffs; there were 
also enquiries tor metals and consumer 
goous but interest was not very keen. 
Local traders are anticipating possible 
discontinuation of preferential import 
duties in Malaya on HK manufactures. 
Kuala Lumpur is now importing in- 
creasing volume oi essential supplies 
direct from US, UK, Japan and other 
manufacturing countries and if HK pro- 
ducts could not enjoy preferential tariff 
in Malaya, keen competition from 
Japanese and other goods would fur- 
ther cut the volume of exports from 
here to Malayan ports. Even Taiwan 
is competing with HK in trade with 
Malaya and during the month sold 
55,000 yards of cotton cloth, 3,000 tons 
or salt, 1,000 tons of cement and 5,000 
pounds of camphor products to Malayan 
and Singapore. Barter dealings (Tai- 
wan sugar, tea and fpaper against 
Malayan iron ore, rubber and coconut 
oil) were also under negotiation. 
Singapore importers too stepped up 
their competition with HK traders in 
entrepot trade with Malaya and other 
SE’ Asian countries. 


_But in the meantime, exports to 
Singapore and Malaya remained active 
totalling 6,500 tons last month. Con- 
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signments to Malayan ports will be 
substantial during September because 
HK Products Exhibitions in Singapore 
and Kuala Lumpur attracted orders 
worth $10 million from Singapore and 
Malayan customers for HK factories. 


HK/Thailand Trade—Rice constitut- 
ed the bulk of the imports from Thai- 
land. Other principal imports included 
live cattle, salt, timber, scrap iron, 
beans, feathers and raw cotton. Ex- 
ports totalled about 6,500 tons; Chinese 
foodstuffs and light industrial products 
made up about 60% of the tonnage. 
Demand from Bangkok for metals, 
paper, pharmaceuticals, metalware anid 
other HK manufactures steady but the 
volume of these purchases at present 
is much less than during the same period 
last year. Reports from Bangkok re- 
vealed that Thai traders curtailed im- 
ports from HK recently because re- 
plenishment costs were in many cases 
higher than quotations in Thai markets 
on account of the high freight rates and 


firm prices in HK. There were also 
influx of commodities into Thailand 
from Cambodia, Laos, South Vietnam 


Local traders, however, 
business with 


Burma, 
expecting better 


and 
are 


Bangkok after the Mid-Autumn Festi- 
val. 
HK/Indonesia Trade—Early in the 


month, Djakarta importers returned to 
HK market for more Japanese textiles 
following Tokyo’s restrictions on ex- 
ports to Indonesia. During mid-month 
however purchases from here slowed 
down again because Tokyo decided to 
ease restrictions on orders (amounting 
to US$16 million) for textiles and other 
products already accepted by factories 
in Japan. Increased value of export 
certificates in Djakarta made cost of 
imports more expensive and the <le- 
valuation of rupiah further discouraged 
importers there to order supplies from 
abroad. Prospects of improving exports 
to Java are not very bright because 
Djakarta at present is overstocked with 
commodities reached there from Indo- 
nesian territories outside Java. in- 
creased volume of Djakarta’s direct 
purchases from US and other manu- 
facturing countries also adversely 
affecte1 HK exports to Java. On the 
other hand, the devaluation of rupiah 


stimulated imports from Indonesia; 
principal staples were raw. sugar, 
rattan, groundnut oil and rice bran. 
Cargo movements between HK and 


Indonesian territories outside Java re- 
mained active. 


HK/Philippines Trade—In adiition 
to purchases under barter licences 
(extended to year-end), Manila also 


allocated foreign exchange for essential 
supplies including steels, wheat flour, 
cigarette paper, cotton yarn and HK 
metalware. However most orders were 
for small quantities only; purchases 
also handicapped by low buying offers. 
Manila’s direct imports from US and 
other territories heavy; during the 
month, shipping companies started to 
collect a temporary surcharge of HK$12 
per ton on cargo to Manila owing to 
congestion on piers over there. To 


promote exports to Manila, HK manu- 
facturers will participate in the coming 
(November 30) Philippine International 
Yrade Fair in Manila; 38 factories had 
registered with the Manufacturers’ 
Union here by monthend. 


HK/Korea Trade—In addition tv 
paper, Seoul was interested in metals, 
pharmaceuticals, chemicals and _  ferti- 
lisers. Export of newsprint in reel to 
Korea improved because most shipping 
companies here had reduced freight 
charges for this item trom here to 
Pusan. On _ the whole however buying 
offers from Seoul were lower than 
market here; the volume of trade was 
also handicapped by low stock here in 
the cases of fertiliser and several items 
of paper. Local exporters also found it 
more and more difficult to get consulai 
invoices from South Korean Consulate 
here. Beginning September Ist, ex- 
porters applying for consular invoices 
anil certificates of origin for shipments 
on D/P basis are required to submit 
endorsed copies of certificates of ap- 
proval issued by Korean Ministry of 
Commerce and Industry to consignees. 
Furthermore, goods which are stored 
here over a year are difficult to get 
endorsement for certificates of origin 
even if original invoices, landing certi- 
ficates and other documents are pro- 
dueed. <A HK industrial/trade mission 
will visit Seoul in September to promote 
HK/Korea trade. Import of Korean 
cotton yarn was limited to small quanti- 
ties; this item is well accepted by local 
mills especially those which export 
piecegoods and knitwear to US. 


HK/Taiwan Trade—Import of sugar 
remained heavy during first half month 
but slowed down towards monthend. 
Supply of fresh ginger, fruits, tea, 
citronella oil, straw boards, live hogs, 
and camphor products was steady and 
totalled about 1,500 tons last month. 
Exports averaged about 6UU tons a 
week; principal items were metals, 
chemicals, industrial equipment and 
other essential supplies. There were 
enquiries for green peas, china clay, 
teaseed cake, packing paper but low 
buying offers obstructed many trans- 
actions. Further improvement in ex- 
ports to Taiwan is difficult because Tai- 
wan is buying most essential supplies 
direct from manufacturing countries 
whenever possible. Taiwan has _ not 
only increased the volume of trade with 
Sinearore and Malaya but also signed 
a trade agreement with Japan provid- 
ing for US$92.6 million a year cach 
way. The new agreement is effective 
retroactively from last April; Taiwan 
will export $40 m. worth of sugar, 
$23 m. rice, $4.5 m. bananas, $2.5 m. 
eanned pineapples and $2 m. salt from 
Taiwan in exchange for imports of $22 
m. worth of fertilisers, $10 m. each of 
steel products and machinery such as 
rolling stock and radios, and $3.3 m. 
textiles. During the year ended last 
April Taiwan imports from Japan total- 
led $72 m. and exports $45 m. 


HK /Cambodia Trade—Camboidian 
rice, maize, green peas, sesame, sundry 
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provisions, live cattle and hogs gre 
enjoying a steady demand in the lobal 
market. Imports last month totalled 
10,000 tons. Exports to Phnompenh 
amounted to about 5,000 tons; cotton 
textiles, metals, construction materials, 
foodstufis and paper were principal 
items. Phnompenh’s purchases from 
here at present are handicapped bi lo 

buying offers. : 


hK/Laos Trade—Vientiane allocated 
more foreign exchange for various 
essential imports but most orders went 
to.US and Japan. Purchases from here 
covered chiefly constraction materials 
such as structural steel and cement as 
well as cotton yarn, metalware and 
other HK products. Towards monthend 
there were orders for Japanese textiles 
but only small lots concluded. 


bBK/Vietnam Trade—Saigon invited 
tenders for the supply of scientific 
instruments, transportation equipment 
and construction materials; dealers here 
were pessimistic of the business because 
authorities there usually procuré most 
supplies direct from Europe and US. 
Purchases from here by traders in 
Saigon remained slow due to the lack 
of avequate toreign exchange there 
for non-government imports. Reports 
‘vom Saigon indicated that market 
there was alversely affected by tizht 
money and low purchasing power; stock 
there of various consumer goods also 
heavy. 


Trade with North Vietnam = was 
irregular and limited to small trans- 
actions covering cotton textiles, indus- 
trial supplies and consumer goods from 
here in exchange for rice and other 
produce from Haiphong. 


HK/Burma Trade—Exports im- 
proved slightly to 2,500 tons including 
1,000 tons of groundnut oil. Other 
principal items were cotton yarn, food- 
stutts, enamelware, knitwear anJ other 
wearing avparel. Burma’s steady ex- 
port of mce to Pakistan will enable 
Rangoon to buy more essential supplies 
from here. But competition from 
Japanese products in Burma is inten- 
sifying. lmport of beans, rice and 
other produce from Burma remained 
insignificant. 


kik /Ceylon Trade—Shipments 9 of 
dried chilli, cotton textiles, enamelware, 
torch, camphor table:s and other HK 
manufactures amounted to about 1,500 
tons. Under the new rice/rubber trade 
agreen:.at Ceylon will buy more light 
industrial products from China during 
the next 5 years. Ceylon is also ship- 
ping tea to Egypt under a special ar- 
rangement with Japan; Egypt will send 
raw cotton to Japan and Jacan in turn 
will balance the trade with Ceylon 
under existing trade agreements. Ceylon 
also bovvht automobiles from USSR. 


HK/Africa Trade—Shipments from 
here to East and West Africa totalled 
2,000 tons and 2,500 tons respectively 
which were better than exports to 
South Africa (1,500 tons). Principat 
exports to African) markcts included 
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raincoat, shirts, underwear, towel, cot- 
ton piecegoods, lighters, metalware, 


plastic products and rubber shoes. De- 
mand from British West Africa im- 
proved following the recent rise of 


cocoa prices. South African merchants 
curtailed purchases from here after 
authorities there increased duties on 
rainwear and other consumer goods to 
protect their domestic industries. Be- 
ginning November 1st, export of HK 
products to Nigeria must be covered by 
certificates of origin issued by De- 
partment of Commerce and Industry. 


HK/North Borneo Trade—Import of 
timber alone totalled 8,000 tons. There 
were also rubber, coconut oil, scrap 
ivon, firewood and rattan from North 
Borneo but the tonnage was not very 
heavy. Sawn timber is not only enjoy- 
ing steady local demand on account of 
the building boom but also attracting 
orders from UK and New Zealand. 
Exports to North Borneo however re- 
mained slow because the flow of com- 
modities from there to the Philippines 
was still obstructed by strict preventive 
measures maintained by Manila. 


HK/Australia Trade—Australia fur- 
ther easel import restrictions on 56 
more items including machinery, tea, 
coffee, vaw materials, cigarettes, 
tobacco, scientific instruments, _ sta- 
tionery, cotton, dyestuffs and other 
essential supphes. Purchases from here 
covered chiefly HK manufactures in- 
cluding shirts, underwear, drawn 
lace work, rubber shoes, rattan ware, 
vacuum flasks, torch, umbrella and 
plastic products. There were also orders 
tor china produce but the business was 
restricted by supply shortage. Import 
of wheat flour, frozen meat, fruits, wool- 
tops, milk and dairy products was not 
as heavy as (turing the previous month. 
Re-export of milk products had slowed 
down. 


HKK/New Zealand Trade—New Zea- 
land too relaxed’ its import control; 
items lifted from the control list in- 
cluded cement, white sanitary ware, 
fire crackers, and lead bends and traps 
from sources other than dollar areas 
and Japan. Exports to NZ last month 
totalled only about 1,000 tons consist- 


ing chicfly of cotton textiles, sawn 
timber, torch, plastic products and 
ladies’ shorts and blouses. 


HK /Middle East Trade—About 2,000 
tons of HK manufactures (cotton tex- 
tiles, enamelware, rubber shoes, torch, 
shirts, etc.) were shipped to ME ports. 
There was no order from Egypt. 


HK/India Trade*—-Exports improved 
slightly (to 1,000 tons) and consisted 
chiefly of dried chilli, cassia, cow hile, 
torch, rayon products, enamelware and 
window glass; about 50% were Chinese 
products. Imports remained sluggish; 
dealers here considere(| Indian cotton 
yarn and cloth too expensive. 


HK/Pakistan Trade—Shipments to 
Karachi consisted mostly of Chinese 
goods—paper, cassia, dried chilli and 


window glass. Mills here bought more 
yaw cotton from Pakistan last month 
because indents were reasonably low. 
Import of cotton yarn however slowed 
down because replenishment cost higher 
than market prices here. According to 
the Pakistan trade commissioner here, 
Karachi is anxious to sell tea, cow 
hide, kapok, oilseeds anil other staples 
to HK in addition to raw cotton ani 
cotton yarn. 


HK COMMODITY MARKETS 


China Produce—Business was restrict- 
el] to small lots of a few popular items. 
Demand from Japan covered a number 
of produce but interest was not keen 


because Japanese businessmen were 
anticipating to procure the bulk of 
their supplies direct from China. Aus- 


tralia, Europe and UK were chiefly in- 
terested in items which were difficult 
to get from China; several orders were 
concluded for forward shipments direct 
from China to various destinations but 
these transactions did not help to stimu- 
late the local market. Items which 
retained steady demand throughout the 
month included woodoil, groundnut oil, 
cassia, rosin, garlic, dried chilli, soya 
bean, feathers, camphor products and 
gypsum. 


Metals—-China was still interested in 
bars, pipes, steel wire rope, steel plate, 
wire rod, blackplate and tinplate waste 
waste but purchases slowed down be- 
cause prices here firmed. Demand from 
the Philippines, Cambodia, Okinawa, 
Singapore, Korea, Thailani(| and Indo- 
nesia was cenlred on structural steels, 
pipes, galvanized iron wire but quanti- 
ties involved very small and low buying 
offers prevented prices trom hiking in 
the local market. Local enamelware 
factories absorbed substantial quanti- 
ties of blackplate and waste waste while 
the building industry provided steady 
demand for structural steels, pipes and 
steel sash bars. Japan bought only 
small lots of high grade scraps from 
here; low counteroffers also prevented 
gains. In addition to galvanized iron 
sheet, Japan offered to supply HK with 
round bars and steel plate. Taiwan too 
wanted to ship round bars to HK. 
This development checked the recovery 


of round bars. It is believed that 
Japanese importers who had ordered 
large quantities of this item from 


Europe early this year diverted severai 
thousands of tons to HK as well as to 
SE Asia at low prices because Tokyo 
restricted this import. However, clos- 
ing quotations here towards weekend 
for round bars were steady because 
dealers here ignored the offer from 
Japan. Sharp price drop is unlikely 
because imports recently have slowed 
down and increased cost of US steel has 
already stimulated prices on the 
European market. 


Paper—Korea remained the number 
one buyer absorbing more newsprint in 
reels because most shipping companies 
had cut freight rates for this item 
from here to Pusan. Orders from 
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Seoul also covered|’ woodfree, sulphite, 
kraft, tissue, cellophane, glassine, flint 
and duplex board but the volume of 
business was restricted by the shortage 
of European goods here and the low 
buying offer. The market also regis- 
tered demand trom Indonesia, Thailand 
and other SE Asian countries for news- 
print in reams, poster, tissue, kraft, 
sulphite, manifold, greaseproof, cello- 
rhane, glassine, flint, aluminum foil, 
cigarette paper and straw board but 
orders were mostly for small lots of 
Chinese and Japanese products and 
transactions also handicapped by low 
buying offers. Dealers here were un- 
able to mark quotations down because 
new indents in many cases were higher 
than market prices here. Consequent- 
ly, importers booked only limited 
quantities of replenishments from 
Europe, Jazan and China; in the case 
of Chinese products, Canton recently 
curtailed shipment to the local market 
on account of domestic shortage. 


Pharmaceuticals—Short stock here 
limited the volume of business in spite 
of keen demand from Korea for peni- 
cillin oil injections, dihydrostrep- 
tomycin, aspirin, caffeine alkaloid; 
from China for sulfathiazole, barbitone, 
anJ cafteine alkaloid; from Thailand for 
aspirin, phenacetin, saccharine crystal, 
caffeine alkaloid and quinine; from 
Cambodia for saccharine crystal; from 
Singapore for caffeine alkaloid. Local 
demand for fine chemicals and vitamin 
powders steady but quantities involved 
small. Prices were firm in general. 
Local dealers are finding it more and 
more difiicult to retain the demand from 
Korea and SE Asia because replenish- 


ment cost is advancing while buyers 
refuse to pay higher prices. 
Industrial Chemicals—There were 


more enquiries than orders from Tai- 
wan, the Philippines, Indonesia, Korea 
and Thailand; many orders fell through 
either due to the lack of adequate stock 
or on account of low’ buying offers. 
Interest centred chiefly on barium s1l- 
phate, soda ash, sodium _ bichromate, 
acetic acid, cresylic acid, red phosphorus, 
tanning extract, caustic soda, shellac, 
formalin, zine oxide, caleium carbide, 
gum copal, gum arabic and ammonium 
bicarbonate. Local factories absorbed 
small quantities of sodium bicarbonate, 
sodium sulphite, acetic acid and boric 
acil. The undertone of the market was 
sluggish. 


Cotton Yarn—HK_ brands remained 
firm in spite of the fact that Indonesia 
curtailed purchases from here during 
second half month; demand from other 
countries in SE Asia and orders from 
local weavers and knitters are strong 
enough to keep spindles in local mills 
whirling for the next 6 months. Pakis- 
tan yarn retained steady demand from 
local factories and enjoyed orders from 
China, Thailand and Cambodia when 
prices here lagged behind advanceil 
indents; on the other hand increased 
cost forced local dealers to curtail im- 
ports during the month. Korean coarse 
yarn was favoured by factories: here 
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which export cloth and knitwear to US 
hut weavers and knitters who ship 
their products to UK and other Com- 
monwealth markets preferred HK and 
Pakistan yarn because goods manufac- 
tured from Korean yarn could not enjoy 
preferential tariff. 


Cotton Piecegoods—HK grey cloth 
retained very strong demand from UK, 
Africa and other markets but HK drills 


depressed by the decline of Chinese 
products. In spite of shortage on the 
mainland, Peking continued to ship 


cotton piecegoods to the local market. 
Local weavers were much concerned 
about UK’s recent purchase of Chinese 
drill at prices about 20% lower than 
HK market quotations. However, it 
remains to be seen whether Peking 
could keep up the sunply at low vrices. 
Japanese grey and white cloth retained 
steady local demand; Japanese white 
shirtine also attracted small orders 
from Laos and Thailand. 


Rice—-Fluctuations in retail 
here followed the ups and downs of 
Bangkok indents. The unward trend 
was also caused by Bangkok’s suspen- 
sion of export of broken rice of 25% 
and lower grades and Phnompenh’s 
curtailment of broken rice shipments 
to HK. Durine the month there were 
also reports that Bangkok might cur- 
tail export auota for second half year 
but this was later followed by an official 
announcement assuring that supply to 
HK would not be restricted. Further- 
more, imports from Thailand remained 
heavy during the month and there were 
also consignments from Cambodia and 


prices 


other sources. Consequen‘ly prices 
here returned to normal towards 
monthend. The stockviles at present 
in HK amount to 80,000 tons which 


should last three to four months even 
if all supplies from Thailand are cut off. 
Government also announced that im- 
port quota for the 4th ouarter would 
remain unchanged at 24,200 tons per 
month. 


Wheat Flour—The sluggish market 
was stimulated during second half month 
by increased local consumption with the 
approach of the Mid-Autumn Festival. 
HK products were also favoured by 
Ceylon, and the Philippines towards 
monthend. Imported brands too im- 
proved. 


Sugar-—Larye consignments — from 
Taiwan depressed prices here. During 
second half month the market was 
stimulated by demand from Haiphong, 
Saigon, Phnompenh and Bangkok but 
heavy stock here and offers from Tai- 
wan for new crop prevented price from 
improving. HK products first marked 
up following orders freni Burma but 
later forced «town by the weak price 
for Taiwan sugar. Indonesian and 
Philippine brown also weak. 


Cement—Local consumption and de- 
mand from SE Asia remained strong 
hut keen competition between Chinese 
and Japanese products kept prices at 


a low level. HK products remaineil 
firm because demand exceeded supply. 


Safety Matches--—Quotations for 
matches firmed after leading HK anc 
Macau match factories formed a joint 
sales company to avoid suiciding com- 
petition. 


Knitting Yarn—-The brisk season is 
approaching. Supply from UK, Japan 
and Europe began to arrive. Prices 
this year will be lower than last be- 
cause competition among various sup- 
pliers is keen. Recently, HK woollen 
yarn spinners appealed to Government 
to consider immediate and_ effective 
steps to protect the industry against 
what they called “unfair and unscrupu- 
lous Japanese competition in HK 
market’’. According to local manufac- 
facturers, Japan’s cif HK prices for 
yarn are cheaper than the price of raw 
wool on the world market. In spite of 
the fact that Japan produces no raw 
wool and had to buy wool supplies 
from abroad just the same as HK, 
Japanese manufacturers are able to 
undersell their competitors because they 
enjoy a kind of “disguised subsidy up 
to 40% of their export prices from 
their Government by means of a sys- 
tem of foreign exchange allocation.” 


Commodity Prices in August will be 
published next week. 


HONGKONG COMPANY 
INCORPORATIONS 


Following new limited liability com- 
panies were incorporated during the 
fortnight ended August 10, 1957 (all 
capital is nominal and in HK$): 


Grand Hotel—Capital, 1 million; 15 
Carnarvon Road, Kowloon; Subscribers: 
Su Lai Ching, 15 Cambridge Road, 
Kowloon, house wife; Sun Tiny Yat, 15 
Campriage Road, Kowlvon, merchant. 
Sun Brothers’ Investment Co.--—Capital, 
1 m.; 15 Carnarvon Road, Kowloon; 
Subseribers: Su Lai Ching, 15 Cam- 
bridge Road, Kowloon, house wife; Sun 
Ting Yat, 15 Cambridge Road, Kowloon, 
merchant. Kong Investments--~ Capital, 
100,000; 1 Des Voeux Road, Central, 
Hongkong; Subseribers: S. L. Kong, 
506C Bank of Canton Builaing, Hong- 
kong, merchant; P. A. L. Vine, Prinee’s 
Builaing, Hongkong, solicitor. Carpeo 
(Hongkong)—Importers & exporters; 
Capital, 5,000; 7th Floor, Alexanara 
House, Hongkong; Subscriber=: Robert 
Frederick Kenneth Jones, 701 ‘lexan- 
dra House, Hongkon, accounts" ; John 
Keith Watson, 1 Shatin Heights, tlong- 
kong, accountant. Harley Mullion & Co. 
(HK)—Carviers of freight; Capital, 
1m.; P. & O. Building, Hongkong; 
Subscribers: George Desmond Stewart 
Agnew, 6 Hampshire Road, Kowloon 
Tong, chartered accountant; Mary 
Kathleen Hewson, 53 The Peak, long- 
kong, secretary. Majestic Textiles - 
Capital, 1 m.; 1102 Man Yee Building, 
Hongkong; Subscribers: Tai Yu Tsze, 
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20 Macdonnell Road, Hongkong, mer- 
chant; Philip Lai, 20 Maedonnell Road, 
Hongkong, merchant. Castlepeak Tex- 
tiles Printing and Dyeing Co.—Capital, 
500,000; P. & O. Building, Hongkong; 
Subscribers: Yu Chan Kien, 46 Kadoorie 


Avenue, Kowloon, merchant; Chen 
Sheng-hing, 16 Dianthus Road, Kow- 
loon, merchant. International Service 


Corp.—Importers & exporters; Capital, 
100,000; 309 Hongkong Hotel Build- 
ing, Hongkong; Subscribers: Peter Mo, 
311 Hongkong Hotel Building, Hong- 
kong, solicitor; M.E. Ives, same ad- 
dress, solicitor. International Transport 
& Shipping (HK)—-Exporters & impor- 
ters; Capital, 100,000; Prince’s Build- 
ing, Hongkong; Subscribers: Charles 
Krysman, Melbourne Hotel, Kowloon, 
merchant; P. A. L. Vine, 4 The Peak, 
Hongkong, solicitor. Red Anchor Line 
—fhipowners; Capital, 1 m.; Edinburgh 
House, Hongkong; Subscribers: James 
William Jones, European Y.M.C.A., 
Kowloon, master mariner; Donald Brit- 
tan Evans. 17 Shek O, Hongkong, soli- 
citor. Genial Development Co.~-Im- 
porters & exporters; Capital, 600,000; 
Oi Kwan Building, 6th Floor, Hong- 
kong; Subscribers: Chao Ling Sio, 70D 


MacDonnell Road, Hongkong, mer- 
chant; Chow Hsiao Yung, 70D Mac- 
donnell Road, Hongkong, merchant. 


Auto Mart (Far East)—-To deal in 
automobiles; Capital, 1 m.; Subscribers: 
Ching Chun Kau, 12 Minden Avenue, 
Hongkong, merchant; Chau Yau, 27 
Stanley Street, Hongkong, merchant; 
Ching Man Chung, 34F Braza Circuit, 
Kowloon, merchant; Chau Wan, 3 Tak 
Hing Street, Kowloon, merchant. As- 
sociated Office Machines Co.--Dealey's 
in typewriting machines; Capital, 
300,000; Subscribers: Young Shiu Kee, 
17 Ming Yuen Street West, Honekong, 
merchant; Wong Kai Tim, 17 O’Brien 
Road, Hongkong, merchant; Chan Yau 
Tak, 67 King’s Road, Hongkony, mer- 
chant. 
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REFLECTIONS ON THE ECONOMY 
OF HONGKONG 


(Continued from Page 342) 


the volume of our annual investment in order to maintain 
our present standard of living, with the population increas- 
ing, as it is, at the rate of 5% per annum, if we include 
natural increase and net immigration. To raise the 
standard of living, investment should be correspondingly 
higher, reaching the region of HK$600---1,000 million per 
annum. Nobody can predict how much investment will be 
actually forthcoming. But there are ways of estimating 
the volume of investment each year and there are methods 
of encouraging greater investment. What is thus missing 
in Hongkong is an institution which would, again, keep an 
eye on the volume of investment, and which would tell us 
how to increase investment. These functions cannot be per- 
formed by private organisations. It is here where, I think, 
the government could step in, not with an overall planning 
and directing agency but by setting-up an economic-research 
institution on the lines employed in all modern countries. 
As it is, the recent rapid progress in theoretical and applied 
economics and statistics has practically no impact on the 
shaping of the Colony’s economy. We are still living in 
the Ricardian or, at the best, in Marshallian era whereas 
the rest of the world is Keynesian or even post-Keynesian. 


It’s useless to develop the industry if there are no 
markets for its products. We have been quite successful 
in expanding our maykets all over the world but is there 
a way for further expansion? I think that the following 
two devices could be tried: - 


First, we need move and better advertising. Again, 
individual firms cannot be expected to do much. We need 
organized, industrial advertising through Manufacturers’ 
Associations. With few exceptions, these Associations in 
Hongkong have not been very active. They should be 
stimulated to new lines of action in all fields of industrial 
and marketing research. 


Secondly, the action of Manufacturers’ Associations in 
the field of advertising and marketing could be supplemented 
by what I would like to call a net of Hongkong Commercial 
Ambassadors. For practical purpose they could be called 
representatives or attaches. In Commonwealth countries 
they could be introduced in the same way as in London. 
In other countries, the Tokyo model of Hongkong’s repre- 
sentation, attached to the U.K. Embassy, could be followed. 
In all cases, however, our representatives would have to be 
“Hongkong boys’, thoroughly familiar with all economic 
aspects of the Colony an! maintaining with it as frequent 
contact: through personal visits as» possible. It is not 
reasonable to expect that a young Englishman who becomes 
a third secretary in say, South America, will take much to 
his heart the future of Kowloon rattan or embroidery. But 
a HKU graduate, with his home in Kowloon, can be expected 
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tou devote his whole attention to the promotion of Hong- 
kong’s products abroad if he is appointed to do this job. 
At the moment, pérhaps we have not even got suitable 
candidates but in two or three years we could easily pro- 
vide a satisfactory rate of output of such candidates from 
the University, if we only had a clear indication of the need 
tor this type of graduates. 


The Problem of the People: It confronts us in all 
possible forms: as a refugee problem, housing problem, re- 
settlement programmes, educational plans, family planning, 
incidence of crimes, frontier control etc. ete. The origin 
of this large problem is of political character and the main 
remedy should be sought via political channels, but there. 
are also some obvious economic reasons and_ remedies. 
There is no doubt that the population movement from 
Mainland China to Hongkong is partly a function of the 
Colony’s economic prosperity. During the depression of 
1952-1953 we had much smaller immigration than in the 
last two years when an economic recovery began. I think 
that nowadays this is an at least equally important aspect 
of “the problem of the people’ as the purely political or 
refugee problem. A radical solution of this difficulty could 
be imagined either through a rapid economic improvement. 
in China or through an economic deterioration of Hong-. 
kong’s situation. The first is most unlikely, the second most 
undesirable. If so, we have to try to reduce the inflow of 
immigrants by rigid frontier control. Failing this—and 
some failure is inevitable—we have to check our birth rate 
which is about 40 per thousand per annum. 


Both these «levices, however, are only half-measures, 
unlikely to produce major quick effects. We must be 
prepared, therefore, to accept the present rate of popula- 
tion growth of about 5% per annum and expand, on ail 
fronts, accordingly. But we have to remember that. our 
fronts are not only on the water-fronts on both sides of 
the harbour but also on all our islands and seas. Let’s thus. 
speed up the development of Lantao. The rate of exploita- 
tion of our fisheries can be increased for we are still import- 
ing about one-half of our annual consumption of fish. Even 
in our agriculture, however small, there are still some pos- 
sibilities of expansion. 


But the main possibilities of absorption of our growing: 
manpower resources are presented by manufacturing in- 
dustries. No method should be neglected and all possible 
encouragement should be given to them. Some of the 
ways towards accelerating industrial development of the 
Colony have been mentioned by me earlier. Other methods 
are being tried or will be tried by the Manufacturers’ As- 
sociations and by the government. But the main job will 
have to be done by the entrepreneurs themselves. Thus “the 
problem of the people”, which is the problem of Hongkong, 
is to a very great extent the problem of securing a suitable 
millien for up-bringing, fostering and developing the entre- 
preneural talent. 


